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MBA Conference and Clinic series turns South. These are among the speakers at Southern Mortgage Clinic, New Orleans, March 12-13 





by world-famous industrial designer 


Brooks Stevens 


in a new color, Mountain 


Spring Green 








NEW, REDESIGNED 


TYPE 116-216 WINTER AIR CONDITIONER + 90,000—110,000—130,000—150,00 Btu input 


| pow 


For complete year-'round Air Conditioning 
The cutaway view above shows how the 
Type 116-216 is designed and styled for 
cooling simply by inserting the compact, 
24-inch square, Type 916 cooling module 
between the heat exchanger and the blower- 
hiter unit. 

Or the Type 116-216 can be installed with 
the cooling casing in place. Then, later, the 


It's better in appearance, better in 
performance — adds value to any home 


Homes equipped with a Mueller 
Climatrol Type 116-216 are homes 
whose resale value holds up — 
homes that sell fast. 

In the Type 116-216, the home 
buyer gets famous Mueller Clima- 
trol Designed Convertibility. He 
can use the unit for oil now — 
convert to gas later—inexpensive- 
ly, and get the same top efficiency. 

And he gets extra value for his 
heating dollars with such Mueller 
Climatrol features as: (1) All- 
welded, heavy-gauge steel heat- 
exchanger with free-floating radi- 
ator that eliminates expansion and 
contraction noises. (2) Large blow- 


er that is cushioned on rubber for 
quiet operation. 

The Type 116-216 gives the 
builder extra salability, with the 
eye-appeal of new, modern styling 
and a handsome, new finish -— the 
buy-appeal of Designed Converti- 
bility and famous Mueller Clima- 
trol performance. 

Here is one more example of 
the leadership in design and qual- 
ity that has made Mueller Clima- 
trol the Big Name in Heating. 

Get the complete story on the 
Mueller Climatrol Type 116-216. 
Write for specifications and engi- 
neering data today. 


Mueller Climatrol coils and condenser can 

be added. No matter which way it is in- e 

stalled, the Type 116-216 provides the finest rN 5 { 2054X W. Oklahoma Ave. 
home comfort available. = Milwavkee 15, Wisconsin 


D-158A 





MBA Calendar 


February 25-26, 1954, Midwestern 
Mortgage Conference, Conrad Hilton 
Hotel, Chicago. 


March 12-13, 1954, Southern Mort- 
gage Clinic, Hotel Roosevelt, New 
Orleans. 


April 12-13, 1954, Eastern Mort- 
gage Conference, Hotel Commodore, 
New York. 


April 16-17, 1954, Western Mort- 
gage Clinic, Brown Palace Hotel, 
Denver. 


April 19, 1954, Board of Governors 
Spring Meeting, Broadmoor Hotel, 
Colorado Springs. 


April 23-24, 1954, Southwestern 
Mortgage Clinic, Paradise and Jokake 
Inns, Phoenix. 


June 13-18, 1954, School of Mort- 
gage Banking, Course I, Northwestern 
University, Chicago. 


August 22-27, 1954, School of 
Mortgage Banking, Course I, Stan- 
ford University, Stanford, California. 


September 27-30—4\1st Annual 
Convention, Conrad Hilton Hotel, 
Chicago. 


THIS MONTH'S COVER 

For the first time in several years, 
an MBA Clinic is heading for New 
Orleans, our Southern Mortgage 
Clinic March 12-13. Some of those 
who will speak are shown on the 
cover but there are more and you can 
get the complete details of the second 
in our 1954 Conference-Clinic series 
on page 38. This MBA meeting is 
particularly appealing—it’s a week 
end, at an attractive time of the year 
and in one of the most interesting of 
U. S. cities. 
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THIS EXPERIENCE 
AND STRENGTH 
behind the title protection 


No other title protection is backed by such financial 
strength and experience as that of Chicago Title and 
Trust Company. This company has a century-long 
history of working closely with mortgage lenders, 
realtors, lawyers, subdividers, builders and investors— 
every type of owner or dealer in Illinois real estate. 

Our sound financial responsibility and strength are 
indicated by our balance sheet as of December 31, 1953. 


LIABILITIES 
-«+e$ 3,501,873 Trust and Escrow Cash Balances.. $17,669,658 
Cash Deposits as Indemnity fgotans 
Specific Title Guarantee Risks... 2,729,526 
Obligations.. .$21,735,949 Accounts Payable 103,418 
State and Municipal Accrued Taxes Payable 1,762,169 
Bonds.... -+» 13,541,350 Reserves for Losses and Contin- 
Other Bonds and gencies 4,341,868 
Preferred Stocks.. 4,171,985 Capital Stock 
Common Stocks.... 4,447,083 Surplus... 
First Mortgages... . 103,082 Undivided Profits. . 
43,999,449" Less: Cost of 8386 
oo Shares held in 
Less Reserve for Market Treasury ** 


4 sees» 5,202,938 796,51 
Fluctuation 5,202,938 38,796,511 25,603,292 
Accounts Receivable —— 
(less reserve) 927,079 $52,209,931 
Sundry Loans and *Market Value 1953, $46,781,868 
Investments : $44,248 **To be exchanged for stock of 
Real Estate (less depreciation) ... 100,438 DuPage Title Co. under merger plan. 
Saeed Aesaeaes Tide Companies 1,339,782 Assets in the amounts penne by 
Chicago Title and Trust Building statutes of Illinois have been pledged 
ree" cation. 5. 9.300.000 to qualify the Company to do business 
ide Records and Indexes es and to secure trust and escrow cash 
$52,209,931 balances. 


ght where the 


On your larger loans, we reinsure onste wal 
for title companies in other states. 


Chicago Title and 
Trust Company 


111 West Washington Street 
Chicago 2 


Springfield Decatur Danville 
Rockford Edwardsville ° 


*.¢ - 
ot e* ates 
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Planned for 
pleasant living 





4 


.-.- and sound Investment! 


Today’s NATIONAL homes offer the utmost in pleasant, 
relaxed living because they are planned that way by the 
world famous architect, Charles M. Goodman, AIA. This 
modern planning, plus the use of quality “brand” name 
materials throughout, plus expert erection by specially 
trained builder-dealers, makes National home mortgages 


sound long-term investments. Investigate the advantages 


National homes offer for your investment program. 


BETTER HOMES BUILD A BETTER AMERICA 


NATIONAL “RANGER DESIONS © 1953 BY 


JAMES R. PRICE AND CHARLES M. GOODMAN 


For 7954 National features four great series 
of homes: the sensational Title I ‘“‘Capets”’ 
. . « the thrifty ““PAceMAKERS”’ . . . the de- 
luxe ‘““Custom-Liners” . . . the thrilling 
“RANGERS.” Elevations and floor plans of 
all National homes will be sent on request. 






comakeed F 
NATIONAL HOMES CORPORATION 
Lefayette, Indiana + Horseheads, New York 


PHOTO BY 
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Screened-in porch adds living space to this 3-bedroom Gunni Coronad 


“L sold 99 Gunnison 








Carport, fireplace, and brick wainscoting increase value and sales appeal of 
this Gunnison Coronado. Basic model measures 24 ft. x 40 ft., has 3 bedrooms. 








ttow he did cb 


], Excellent product at low price: Gunnison Homes. 4, Development plans approved by local planning com- 
mission. Gunnison Homes designs accepted by FHA 
2. Strong market potential for low-priced Gunnison and VA. 
H . t f , . 
nes . “s — one sales appeal, attest 5, 'ntelligent planning of entire development helped to 
ti ad . * . 
sa a linn ai get good mortgage financing. 90-day construction 


financing arranged for locally. 
3, Trained erection and sales personnel. Every home under 
roof in 56 man hours. One experienced salesman de- 6, Development promoted as planned community in local 
votes his full time to selling homes; he can handle up newspapers. National and local advertising by United 


to 100 homes a year. States Steel Homes, Inc., supports the dealer. 
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With brick wainscoting and other extras, this 3-bedroom Catalina Home sold for $13,200. 


mes last year. 1 will complete 





@ W. B. Eagles got his new Whipps Mill Village off to 
a rousing start last year. He built and sold 55 homes, 
and he developed the land for more than half of the 
74 homes he will complete in 1954. By the end of 
1955, he will have created a new community of over 
200 homes in suburban Louisville, Kentucky. 

Mr. Eagles told us, “Successful building depends on 
mortgage money. My first contact is the financial 
source for mortgage placement. Advance planning 
made it possible for us to present a complete story of 
our building operations to our financial source. The 


another 74 in [954.” 


says W. B. Eagles, Louisville, Ky. 


result was successful mortgage placements.” 

Every United States Steel Homes Dealer carefully 
plans his whole program, based on his intimate knowl- 
edge of the market and the construction industry in 
his area. You can invest in his development with con- 
fidence because he is a well-known local builder who 
has a record of successful home building. His Gun- 
nison Homes are well-built modern houses that retain 
their value. A large variety of excellent designs are 
available. 


Write for more information. 


United States Steel Homes, Ine. 


Formerly Gunnison Homes, Inc. 





DISTRICT OFFICES: Atlanta, Ga. - Chicago, Ill. - 
Louisville, Ky. « Newark, N. J. 


SUBSIDIARY OF U N | T E D 


GENERAL OFFICES: NEW ALBANY, INDIANA 


Plants at New Albany, Indiana, and Harrisburg, Pennsylvania 


“Gunnison,” “Catalina” and 


Ohio - Dallas, Tex. - Harrisburg, Pa. eenieietesteniomein at 


+ Omaha, Neb. United States Steel Homes, inc. 


STATES 


S TE EL corporation 
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THE MORTGAGE YOU SELL 
OR 

THE MORTGAGE YOU BUY 
iS 


A BETTER MORTGAGE 
if 


THE TITLE IS INSURED 














TITLE INSURANCE COMPANY OF MINNESOTA 


125 SOUTH FIFTH STREET Lincola 8733 
MINNEAPOLIS 2, MINNESOTA 
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The 1954 P&H Pioneer Home —4 bedrooms, 11/, baths, more than 1,100 sq. ft. Hip and 
gable roof designs are also available, as are 2 and 3 bedroom homes with or without basements. 


Shorter Loan Commitments 
...P &@H Homes are Completed Faster 


More and more investors are finding P & H 
Homes, and their builders, ideal investments in 
today’s constantly-changing mortgage market. 
Because P & H Homes are completed faster—a 
home can be under roof in a day—commitments 
for loan purchases are shorter. And because 
of their uniformly high standard of construc- 
tion and material, P&H Homes have main- 


tained a high level of resale value. 


P & H Home packages are available to build- 
ers in economy and built-up luxury models. 
Completed, the 2, 3 and 4 bedroom P & H Homes 
sell in the $6,000 to $20,000 range. Thus, a wide 
range of sound mortgage investments is opened 
—mortgages that can be acquired and serviced 
with a minimum of overhead. 


Tap this source of sound mortgages now. Write 
for information about P &H home building in 
your area. 


PsH OMES 
HARNISCHFEGER CORPORATION 


363 Spring St., Port Washington, Wis. 





TRUCK Canes 


ONESEL ENGINES 


PRE FABRICATED HOmES 


Phone Port Washington 61! 








ELECTOR MONSTS SON STABMIZERS WELDING FQUIPmENT 


ras) 


OVERHEAD CRANES 
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HOME OFFICE LOS ANGELES 





Protecting California Titles 


When selecting a title insurance company, the man of 
good judgement considers the demonstrated soundness 
of its management and the assets back of its policies. 

Title Insurance and Trust Company, with capital, 
surplus, and undivided profits of more than $33,000,000 
accumulated through conservative management over 
the sixty years of its existence, offers in twelve Califor- 


nia counties the best safeguard for buyers and lenders. 


Southern California’s 
Oldest Trust Company 


America’s Largest 
Title Company 


Title Insurance and Trust Company 


433 South Spring Street - Los Angeles 54, California 
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Loans on MODERN HOMES are desirable be- 
cause home owners, builders and investors all 
benefit from the advantages of superior quality 
and styling combined with efficient mass produc- 
tion manufacturing techniques. 


For example, the quality of every MODERN 
| N V EST HOME, whether it is located in Columbus, 
Albany or Cedar Rapids, is the finest because 
every home is skillfully mass produced in modern 
factories by conventional methods from high 


W | i quality, nationally advertised materials. 


And every MODERN HOME is well-planned, 

C O N | D E N convenient and good looking because every home 
r Cc E was designed by an experienced architect. 

In addition to these benefits, you, as the lender, 

have the assurance that these homes were skill- 

fully erected in your community by a well-known 

local builder. This builder was carefully selected on 


the basis of his reputation for building high qual- 
ity homes and dealing fairly with his customers. 


Windsor 


be. 8 oie | 
Bei | 





Invest in Quality 





Quality plus quantity provides a better 

home that sells for less. That is the 

secret of MODERN HOMES and that 

is the reason why MODERN HOMES 

provide lending institutions with a _ 
reliable source of sound mortgage in- 7 
vestments. 

Write today for literature concerning 
MODERN HOMES and information = 

about this dependable supply of de- SED 3 | = 2 oe 


sirable, long-term investments. 


ict homes. ‘Urp 


Dearborn, Mich. and Port Jervis, N. Y. 






























































7758 GREENFIELD ROAD ¢ DEARBORN, MICHIGAN 
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“Wise public debt management 


with its goal of sound money L 


is of prime concern 


to every American.” 


MUNDY I. PEALE 


President 
Republic Aviation Corporation 






“Wise public debt management with its goal of sound money is of prime 
concern to every American. Regular purchase of U. S. Savings Bonds con- 
tributes importantly to the achievement of this objective and, at the same 
time, helps assure our future security, individually and as a nation. We at 
Republic Aviation feel a deep sense of pride in the knowledge that 94% of 
all our employees became investors as a result of our most recent campaign 
and that $631,000 in bonds are purchased each month on our automatic 


Payroll Savings Plan.” 


Perhaps the importance of U. S. Savings Bonds and the 
Payroll Savings Plan as factors in wise debt management 
and the achievement of sound money may not have oc- 
curred to you. 


Here are a few facts and figures: 


* For every dollar of public debt held by a commercial 
bank, about five new dollars may be created in the form of 
credit. Obviously, the larger the amount of the public debt 
held by individuals, the greater the check on inflationary 


tendencies. 


* At the end of 1953, the cash value of Series E and H 
Bonds held by individuals was more than 36 billion dollars. 
This total is growing steadily, thanks largely to the month 
after month purchases of Series E Bonds by more than 
8,000,000 Payroll Savers. 


* Sales of E and H Bonds in 1953—23% higher than in 
1952— provided cash for all E and H Bond maturities and 


redemptions and still left over $210,000,000 net for the 
reduction of bank-held debt. 


* The ownership of more than $36,000,000,000 in Savings 
Bonds by millions of Americans constitutes a reservoir of 
future purchasing power—an asset to industry and business 
as well as to the individuals who built it by their Bond- 
conscious thrift. 


Why not team up with Mr. Peale and other leaders of indus- 
try in their efforts to help America reach its goal of wise 
public debt management and sound money? All you have 
to do is (1) show a personal interest in your Payroll Sav- 
ings Plan. Get the figures on the percentage of employee 
participation and the amount of monthly savings by your 
employees. (2) Wire, phone or write to Savings Bond 
Division, U. S. Treasury Department, Washington, D. C. 
You'll get all the help you need to build up or install a 
Payroll Savings Plan that will reflect your company and its 
interest in America. 


The United States Government does not pay for this advertising. The Treasury Department 
thanks, jor their patriotic donation, the Advertising Council and 


“Wortgage Banker 
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The ever ex panding scope of our secondary 
market service 2s shown by another record 
month of mortgage sales. In January 
we sold $24,600,000.00 

in F.H.A. and G.I. loans. 


Our coast-to-coast coverage of the mortgage market offers 
investors high yields with geographical diversification. Loan 


offerings are now available for immediate and future delivery. 


Mortgage originators are assured of prompt and 


efficient service in the sale of their mortgages. 


INQUIRIES INVITED 


STALFORD MORTGAGE CO. 


EASTERN OFFICE WESTERN OFFICE 
589 Central Avenue 448 S. Canon Drive 
East Orange, New Jersey Beverly Hills, California 
ORange 6-1500 BRadshaw 2-8411 
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"As a result of much experience in making 
FHA and GI loans, we have found it is 
essential to have a title insurance policy 
in each instance. 

“Banks and insurance companies will 
not buy them without guarantee of title. 
Consequently, the loans are not readily 
negotiable unless the titles are insured; nor 
do we want to keep them in our portfolio 
without title insurance and thereby run the 
risk of not receiving the financial protec- 
tion afforded by the Government guaranty 
due to titles not proving acceptable to FHA 


or Veterans Administration.” 





To investors in mortgage loans, title insurance policies leases. Moreover, should anyone ever question the titles 
say: “You are protected against financial losses which to the properties securing your loans, the insurance com- 
may be caused by mistakes made in abstracting and pany will defend. without any cost to you, all legal 
examining titles and in preparing legal papers affecting actions or proceedings against you which allege the 
title. You are also protected against losses caused by titles to be other than as insured.”’ 


concealed title defects, such as forged deeds and re- 


Any mortgage is a safer and therefore 
a better mortgage when the title is insured. 


TITLES INSURED THROUGHOUT 33 STATES. 

. BRANCH OFFICES IN: 
aw e ! S ] vw, Akron, O. Dallas, Tex. Pontiac, Mich. 
Atlanta, Ga. Dayton, O. Richmond, Va. 


Augusta, Ga. Decatur, Ga. Roanoke, Va. 
° Birmingham, Ala. Detroit, Mich. Savannah, Ga. 
nsurance (orporation Comden, NJ. Miami, Fla. —-‘Springfeld I 
Cincinnati, O. Nework, N. J. Washington, D. C. 
> Cleveland, O. New Orleans, la. Wilmington, Del. 
Operating in New York Stale as Columbus, Go. | New York, N.Y. Winston-Salem, N. C. 
( Virginia) Lawyers Title Insurance Corporation Columbus, O. Norfolk, Va. Winter Haven, Fla. 
Pittsburgh, Pa. 
" ae REPRESENTED BY LOCAL TITLE COMPANIES 
Home Office ~ Richmond . Virginia IN MORE THAN 150 OTHER CITIES 
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Wortgage Banker 


Money Supply, Interest Rates, 
Capital Demand and Outlook 


And how they look to a noted economist now. He sees inflation receding fast, 
the end of the boom, a business readjustment of not significant proportions, 
a continuing downward trend in interest rates but, above all, a constantly 
growing U.S. that can use the huge productive capacity we have created. 


CONOMIC conditions in the 
United States today are entirely 
different from those which prevailed 
after World War II. The economic 
vacuum created by the war has been 
filled. The productive capacity of the 
country has risen to a point where it 
can meet all the present demands 
for national defense as well as the 
requirements of a growing popula- 
tion with a rising standard of living. 
The boom has come to an end, the 
sellers’ market has given way to a 
buyers’ market, competition is keen, 
and margins of profit are tending to 
decline. 

The international political situa- 
tion also has undergone a _ notable 
change. Whereas two or three years 
ago there was a real threat of war, 
this threat is rapidly receding and the 
danger of war has been minimized. 
This is partly due to the increased 
economic and military strength of the 
free world, notably of the United 
States, and partly to the inherent 
weakness and contradictions from 


As condensed from Dr. Nadler’s address at the 
ABA Mid-Winter Trust Conference. 


which the Soviet Union and its satel- 
lites are suffering. 


>> INFLATION RECEDES: The 
dangers of inflation have receded, 
and a period of relative stability in 
the purchasing power of the dollar 
has set in. While nobody can predict 
how long this present situation will 
last, experience of the past has shown 
that strong inflationary forces take 
root in the United States only as a 
result of a major war and such a ca- 
tastrophe under present conditions is 
not to be expected. 

The U.S. economy is in the midst 
of a readjustment. Business activity 
has decreased, unemployment has in- 
creased and corporate profits in the 
third quarter of 1953 were somewhat 
lower than in the second quarter. A 
careful analysis, however, of the eco- 
nomic forces operating in the country 
leads to the conclusion that a sharp 
decline in business activity accom- 
panied by large-scale unemployment 
is not in the making. This conclusion 
is based not so much on what meas- 


ures the federal government may 


By DR. MARCUS NADLER 


adopt to stimulate business activity 
but rather on the strength of the 
American economy, which is sound 
and growing. 

No abuses of any importance have 
occurred in any sphere of economic 
activity. The economic security of 
the people is widespread and greater 
than ever before in the history of the 
country. While private indebtedness, 
notably consumer credit and mort- 
gage indebtedness, has increased 
considerably, it is not out of line 
with the growth of other economic 
indices such as disposable income and 
total savings of the people. The in- 
creased growth in private indebted- 
ness may indicate that the increased 
economic security of many indivi- 
duals and families has played an im- 
portant role in their willingness to 
mortgage their future income in order 
to meet present requirements. 


>>? GROWING US.: The dyna- 
mism of the American economy is 
based on the fact that the population 
is growing, the standard of living is 
rising, and billions of dollars are spent 





Economist and Professor of Finance 
New York University 
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annually on research which leads to 
the production of new products and 
the creation of new wealth while at 
the same time undermining the value 
of some older products. 

The present readjustment is not 
likely to last long nor be very seri- 
ous. It will, however, be marked by 
increased competition which may be- 
come keener than ever before and by 
a reduction in the margins of profit. 
Management will play a more impor- 
tant role in the successful operation 
of a corporation than was the case 
during the last twelve years. 

In the bond market a considerable 
change took place during 1953. 
Whereas early in the year almost 
every trust fund showed depreciation 
in its high grade bond account and 
almost every trust officer was raising 
the question “what price safety?” the 
atmosphere today is entirely differ- 
ent. It has been fully realized that 
the rise in money rates which set in 
in the United States shortly after the 
war was not a long secular trend but 
rather a cyclical movement which 
temporarily interrupted the long 
downward trend of money rates. The 
increase in interest rates during 1952 
and up to about the middle of 1953 
was primarily the result of the great 
demand for capital on the part of the 
private sector of the economy and 
because, in spite of the fact that busi- 
ness activity was at a high level, the 
government, as a result of large de- 
fense expenditures, was forced to 
operate with a deficit. The rather 
sharp decline in prices of high grade 
bonds including governments in the 
early part of 1953 was further accen- 
tuated by the credit policies of the 
Reserve authorities and by the debt 
management policy of the Treasury. 
2? CHANGE OF DIRECTION: 
Once, however, the monetary au- 
thorities realized that the dangers of 
inflation had receded, that the peak 
of the boom had passed, and that 
business was at the beginning of a 
downward readjustment, their poli- 
cies underwent a notable change and 
this was immediately reflected in 
prices of high grade bonds with the 
result that bond prices today are sub- 
stantially higher than they were in 
the middle of the year. 

The secular trend of interest rates 
since the end of World War I has 
been downward, although on several 
occasions the downward trend was 
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interrupted by short term cyclical 
swings. The upturn in interest rates 
in 1928-29 was the result of specula- 
tion in securities with bank credit, 
which pushed short term rates up 
and indirectly had a bearing on long 
term yields. From 1948 to the middle 
of 1953 money rates again witnessed 
a cyclical upswing, caused mainly by 
the huge demand for capital from the 
private sector of the economy and the 
fact that despite the high level of 
business activity that prevailed dur- 
ing 1950-52 the government, because 
of the huge military expenditures, 
was not able to balance its budget. 
The credit policies of the Reserve au- 
thorities as well as the debt manage- 
ment policy of the new Administra- 
tion also contributed to the recent 
upward movement of interest rates. 
The short term cyclical swing came 
to an end around the middle of 1953, 
and the long term downward trend is 
again in evidence. 

The principal forces now operating 
in the money and capital markets 
which contribute to the downswing 
in money rates are: 
>> Individual savings are very large. 
The liquid savings of individuals, 
consisting of cash on hand and de- 
posits with commercial and savings 
banks and government obligations, 
which can be converted into cash at a 
moment’s notice, increased from $148 
billion at the end of 1945 to $213 
billion in September, 1953. 
>> Contractual savings, which can- 
not readily be spent by the individual, 
are also large and steadily increasing. 
The total volume of life insurance in 
force increased from $156 billion at 
the end of 1945 to $304 billion at 
the end of 1953. Pension funds are 
rapidly growing and the funds in- 
vested by them are playing an in- 
creasingly important role in the capi- 
tal market. 
>> The negative savings of indivi- 
duals, i.e., the repayment of outstand- 
ing debt, is more important today 
than ever before, primarily because 
private indebtedness is so much 
larger. 


>> MORE MONEY AHEAD: These 
factors clearly indicate that funds 
at the disposal of institutional in- 
vestors are bound to grow rapidly in 
the future. The United States is 
rapidly becoming a nation of middle- 
class poeple, which means the pur- 


chase of more life insurance and a 
growing field for trust companies. 
The number of estates left by indi- 
viduals is bound to grow even though, 
because of the tax factor, the size of 
individual estates will decrease. 

Not only are the savings of indi- 
viduals large but corporate savings 
since the end of the year have also 
been substantial. American corpora- 
tions have adopted a policy of paying 
out, on the average, less than half 
of their earnings in the form of divi- 
dends. The rest is retained and used 
for enlargement and modernization of 
equipment or for increasing working 
capital. Depreciation is also playing 
an increasing role as an _ internal 
source of capital; and if the Congress 
should ease the depreciation provi- 
sions of the Internal Revenue Code, 
it will be of even greater importance 
in the future. It therefore appears 
that corporations, as in the immedi- 
ate past, will continue to depend to 
a large extent on internal sources of 
capital. 

Moreover, sinking fund operations 
on outstanding bonds provide for con- 
stant repayment of outstanding debt 
to present bondholders who in turn 
are forced to seek new outlets for 
their funds. Similarly, the amortiza- 
tion of mortgages supplies a growing 
supply of funds seeking an outlet in 
new mortgages. The capacity to save 
in the United States is great; .and 
hence, except in periods when busi- 
ness activity is very high and the gov- 
ernment is operating with a deficit 
and thus has to borrow in the open 
market, the supply of funds seeking 
an outlet in the market is usually as 
great as, and often greater than, the 
demand for new capital. 


>> 1954 CAPITAL DEMAND: The 
demand for capital in 1954 will be 
substantial, but unless the govern- 
ment operates with a large deficit or 
offers a considerable amount of long 
term government securities in ex- 
change for maturing obligations it 
should not be larger than the supply. 
This conclusion is based on the fol- 
lowing considerations: 


»> The demand for capital by cor- 
porations in all probability will be 
somewhat smaller than in 1953. Cap- 
ital expenditures have been carried 
out on a large scale since the end of 
the war and the productive capacity 
of the country is indeed great. Under 








these circumstances one may expect, 
particularly in view of the fact that 
the economy is in the midst of a re- 
adjustment, that capital expenditures 
in 1954 will decline somewhat. Should 
the Congress pass legislation modify- 
ing depreciation provisions, the de- 
mand for new capital from external 
sources could be further decreased. 


»> The demand for home mortgages 
is bound to be large. It is generally 
believed, however, that unless meas- 
ures are taken by the Administration 
to stimulate home building the num- 
ber of home starts in 1954 may be less 
than in 1953. The volume of tax- 
exempt securities will also undoubt- 
edly be great, particularly since the 
Administration will probably adopt 
measures to stimulate public works. 
What the supply of long term gov- 
ernment securities will be is as yet 
unknown. Although the Budget Mes- 
sage of the President envisages only 
a relatively small deficit for the fiscal 
year 1954-55, actual size of the deficit 
will depend on actions of Congress 
which, of course, no one can predict. 

The money and capital markets 
will also be greatly influenced by the 
credit policies of the Reserve author- 
ities and the debt management policy 
of the Treasury. The policies of the 
Reserve authorities will be guided 
primarily by the state of business ac- 
tivity. A downturn in business, par- 
ticularly if accompanied by an in- 
crease in unemployment, is bound to 
lead to a more aggressive credit 
policy. This could assume several 
forms. It could be in the form of 
lowering of reserve requirements, 
which would increase excess reserve 
balances, or through more aggressive 
open market operations followed or 
accompanied by a further reduction 
of the discount rate. Lowering of 
reserve requirements would un- 
doubtedly stimulate purchases of gov- 
ernments as well as of tax-exempt 
securities by the commercial banks. 


>> UP TO THE FED: The credit 
policies of the Reserve authorities 
could also remain passive and still 
have a favorable influence on busi- 
ness activity. For example, the Re- 
serve authorities could refrain from 
counteracting the return flow of cur- 
rency from circulation or an inflow 
of gold or the conversion of required 
reserves into excess reserves brought 
about through a reduction in the 


volume of commercial loans. Irre- 
spective of the specific measures the 
Federal Reserve authorities may 
adopt, it is fairly certain that so long 
as the economy is in the midst of a 
readjustment and is not operating at 
capacity and there is considerable 
unemployment, they will endeavor to 
keep the money market comfortable 
in order to stimulate lending and in- 
vesting. 

The investment policies of commer- 
cial banks will be influenced largely 
by the policies of the Reserve au- 
thorities and the demand for loans. 
The creation of additional excess re- 
serve balances will lead to an increase 
in the demand for securities by the 
banks. It is not likely that the bank- 
ing system as a whole will be willing 
to operate with a large volume of ex- 
cess reserves. 

The demand for loans will be sub- 
ject to a number of influences. The 
forces leading to a decrease in loans 
are, briefly: 1) the decline in business 
activity; 2) the effort to liquidate 
inventories; 3) the repeal of the ex- 
cess profits tax; and 4) the possibility 
that consumer credit may decrease. 
The forces that may lead to an in- 
crease in the volume of loans are the 
possibility of increased tax borrowing 
as well as greater dependence by in- 
dustry and trade on the banks caused 
by the deterioration in the quality of 
the working capital. One may there- 
fore conclude that during 1954 the 
banks may become larger buyers of 
securities than before. This, too, will 
contribute to the downward trend in 
money rates. 

Thus, the conclusions that could 
be reached on interest rates are: The 
long term trend is still downward. Al- 
though the secular trend is often in- 
terrupted by short term cyclical 
swings, in the period immediately 
ahead the cyclical swing will be more 
pronounced on the down side, just 
as in the early part of 1953 it was 
more pronounced on the up side. 
Under such circumstances it appears 
advisable to acquire long term bonds 
now. Should the downward swing go 
too far, as it went too far on the up 
side in the early part of 1953, then 
shorter term obligations will become 
more attractive to buy and to hold 
until the abnormal swing has passed. 

The forces of inflation have thus 
run their course. The great pentup 
demand created by the war and its 


aftermath has been met. The pro- 
ductive capacity of the country is 
greater than ever before and as a 
result competition is keen and _ is 
likely to become even keener in the 
immediate future. Moreover, the 
economy is in the midst of a read- 
justment which, while it may not last 
long nor be very serious, can have an 
adverse effect on earnings of corpo- 
rations and hence on values of equi- 
ties. The economy today is perhaps 
more dynamic than ever before, 
which means constant creation of 
new values and undermining of old 
values. Under present conditions, 
therefore, the pressure of investment 
officers to invest in securities that 
may provide a hedge against infla- 
tion is not as great as it was up to 
the middle of 1953. On the other 
hand, in a dynamic economy selec- 
tivity of equities becomes a factor of 
the utmost importance. 

The decline in business activity has 
had its impact on the movement of 
interest rates. The cyclical upward 
swing which set in around the middle 
of 1950 has come to an end and the 
long term downward trend has re- 
sumed its course. The trend of inter- 
est rates is downward, brought about 
primarily by the enormous volume of 
individual and corporate savings. It 
is also likely that the demand for capi- 
tal by the private sector of the econ- 
omy in 1954 may be somewhat smaller 
than in 1953. If the Administration 
is able to operate within the budget 
proposals of the President for the 
coming fiscal year, new borrowing by 
the Federal Government will not play 
an important role in the capital mar- 
ket. Debt management, however, can 
influence considerably the trend of 
long term bonds. 

In considering the longer range out- 
look it is advisable to bear in mind 
that the American economy is sound 
and growing and that the period of 
continuous increases in individuals 
and corporate taxes seems to have 
come to an end. Based on the rapid 
growth in population, the steady rise 
in the standard of living, and the 
huge amounts spent on research lead- 
ing to the creation of new products, 
one is warranted in the conclusion 
that the upturn which will set in, 
once the present readjustment is over, 
will bring the economy to new higher 
levels than prevailed at the peak of 
1953. 
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Have the GOOD 


By EDWIN G. NOURSE 


Economist and Former Chairman, President’s Council of Economic Advisers 





S I READ “the sense of the meet- 
A ing” expressed in the December 
the January 
the prevailing business sentiment is 


reviews and previews, 
optimistic. Again and again it is put 
in substantially these words: 1953 was 
the biggest and best year this country 
ever had. Indexes of employment, 
output, consumer income, and _ busi- 
ness profits made new high marks 
or matched previous records. Prices 
stopped their inflationary climb and 
the 


in some areas eased pressure on 


buyers. 

And we are 
one high government official put it: 
“The American economy is strong as 


still going strong. As 


a bull pup.” 

2? ADJUSTMENT YEAR? Here 
and there 1953 is referred to as having 
been a year of “adjustment”—inven- 
tories brought into better balance, in- 
rates without running 
wild, the transition made from a 
sellers’ to a buyers’ market with prac- 
tical stability of prices, credit expan- 
sion checked without a turn to abrupt 
or forced liquidation. Business leaders 
are confident, government is reassur- 


terest freed 


ing, consumers are unruffled. 

The second verse of this lyric is: 
1954 will be as good as 1953 or only 
slightly off. “Slightly” was at first 
explained as 3 or 4 per cent to per- 
haps 7 or 8 per cent down; now one 
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hears more of a 10 or even 15 per 
cent dip—but still “pretty good busi- 
ness.” This easing is supposed to take 
place in the first half of the year as 
completion of a “normal” adjustment 
process, with recovery in the second 
half of the year. Or, if the last two 
quarters do not show a rebound, it 
will merely be deferred to early 1955. 

A third stanza of the song of the 
“There is no 
reason for a recession unless we talk 
ourselves into it.” Hence anyone who 
persists in raising questions about the 
simplicity and certainty of this non- 
recession or “rolling adjustment” 
thesis (already more than half com- 
pleted) is branded as a spoil-sport 


if not a subversive. 


easy optimists runs: 


Personally, I am not too much dis- 
turbed by such a charge. Several 
months ago I said to an audience of 
bankers: “It is my conviction that 
no one can scare a sound economy 
into a depression and that Pollyanna 
cannot keep business errors and gov- 
ernment subterfuges from facing an 
ultimate day of reckoning. We stand 
a better chance of checking recession 
before it gets out of hand and of 
initiating real and timely recovery 
measures if we unshrinkingly dig out 
and face the facts, however unpleas- 
ant. Only so can we be prepared for 
any storm that may break, instead of 


being caught unprepared.” 

>>? WALK, DON’T RUN: And the 
other day Senator Paul Douglas, a 
professional economist and past Presi- 
dent of the American Economic As- 
sociation, put the matter even more 
bluntly, saying: “We should not be 


frightened but we should be alert. 
And the watchman who gives a warn- 
ing to the people in due time so that 
they can protect their interests is 
serving the public more faithfully than 
he who administers sleeping tablets 
to get people to believe that all is 
well and nothing need be done—only 
to find that the danger later bursts 
upon an unprepared public.” 

The principle of “momentum” is 
relied upon by many who are com- 
placent about the prospects for 1954. 
They say: “The year just closed was 
one that showed anew the great pro- 
ductive capacity of the American 
economy. The people never earned 
so much, and they are still well em- 
ployed at still rising wages. Profits 
are at or near a peak, and business- 
men are planning to make large in- 
vestments for expansion and improve- 
ment in 1954. The people never had 
such great savings and they are still 
spending freely. All these things as- 
sure us another prosperous year 
ahead, maybe even better than 1953, 
surely not much below it.” 








) TIMES Been as Good 
as They Looked? 
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Far be it from Dr. Nourse to cast any doubts on the prosperity we’ve 
had because it’s been around for everyone to see and most people have 
gotten a share of it. But now that the new year is underway after a flood 
of most optimistic statements, he’s wondering about the carry-over of 
prosperity we had last year and is looking ahead to the time when there 
wont be any carryover. It’s behind us of course but it’s important never- 
theless to examine the elements that created the good times and determine 
how many of them will be with us this year and next. 


In considering this matter of mo- 
mentum, it is well to consider two 
points. First, just what forces gave 
power to the movement? Second, we 
must consider not merely the average 
for the whole year or the peaks at- 
tained at some time during the year. 
We should ask also whether the move- 
ment was gaining further power at 
the end of the year, or was it losing 
speed or force. 
2> HOW GOOD WAS IT? As to 
where the power came from, we might 
ponder whether all the drive that 
made prosperity records in 1953 came 
from current sources or from past or 
future strength. Such an analysis 
would shed light on whether things 
that contributed to the vigor of busi- 
ness in 1953 are things that can be 
counted on to continue for some time 
or whether they were special one-shot 


stimuli that will not be present this 
year and next. 
Four points may be made here. 


>> First, one thing that made last 
year strong was that the steel-making 
and steel-using industries entered the 
year considerably behind on their pro- 
duction schedules because of the steel 
strike of late 1952. For some months 
they were on a catching-up basis. 
This meant big payrolls, with pre- 
mium wages for overtime, heavy ton- 
nages for the railroads, and in general 
an element of strength carried over 
from 1952 rather than marking a 
level of activity that could be ex- 
pected permanently. By the end of 
the year, steel supplies began to out- 
run demand, and operations dropped 
below the 90 per cent level. 


>> Second, 1953 business got a con- 


siderable push in November, 1952, 
when the country elected a new Ad- 
ministration “friendly” to business and 
pledged to “sound” money. The mo- 
mentum from this source was at least 
in part spent during 1953 as the pub- 
lic learned that sound money was 
linked with higher interest rates and 
that moving toward a balanced bud- 
get meant extending the excess profits 
tax to the end of 1953 and cancelling 
procurement contracts and that con- 
sumer purchasing power was trimmed 
as government waste through over- 
staffing was reduced. Some thought- 
ful observers have referred to 1953 as 
the “Eisenhower confidence boom.” 
Only time will tell whether the Presi- 
dent’s State of the Union message and 
what follows it will give equal on 
greater momentum to the economy of 


1954. 
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>> Third, it seems likely that the 
psychological influence toward free 
spending by consumers and business- 
men as a result of the termination of 
four classes of Korean War taxes did 
more to add to the business momen- 
tum of 1953 than it will do to generate 
new momentum in 1954. There is 
an old saying that “Anticipation is 
sweeter than realization,” and the an- 
ticipation of tax savings affected 
workers who were fully employed and 
many of them earning overtime. But 
the realization of these savings will 
in part affect people who have less 
pay and more uncertainty. In some 
cases the advertised savings will not 
materialize at all because the worker 
will have no taxable income. It may 
appear in the end that promised tax 
reductions did more to add to the 
boom of 1953 than they will con- 
tribute to arrest a recession or assure 
recovery in 1954. Indeed the Presi- 
dent has now asked Congress to con- 
tinue the 52 per cent corporation 
profits tax and the special excise taxes 
beyond their expiration date of April 
1. Congress may not approve this 
recommendation, but meantime busi- 


nessmen cannot count on this tax 
relief. 

>> Fourth and last was the vigorous 
expansion of commercial mortgage 
and consumer credit during 1953. If 
the down payment averaged 10 per 
cent, the borrower’s current purchas- 
ing power was, for these goods, mul- 


* * * 


“The present situation certainly is 
not a money panic nor could we have 
one under present financial institu- 
tions. Nor is it an inventory crisis.” 


* * * 


tiplied 10 times. This source of mo- 
mentum will be weakened or reversed 
in the markets of 1954 in varying 
amounts if new installment credit ex- 
pansion is less than that of 1953. It 
will be entirely absent if payments on 
old commitments exceed new ones, 
and become a deterrent if net liquida- 
tion takes place. And if installment 
payments are not fully kept up, this 
latter development would impair the 
financial ability of the distributor and 
the manufacturers to carry on their 
business at the 1953 scale. 


>> BETTER THAN IT LOOKED: 
So you see what I mean by suggesting 
that, to some extent, 1953 was per- 
haps made to look better than it 
really was by the addition of some 
holdover strength from the previous 
year and by advance drafts on the 
strength of a succeeding year or years. 
It might be suggested also that both 
employers and workers were getting 
the benefits of the concluding spurt 
of spending for preparedness (includ- 
ing parts of our Maginot Line) and 
the industrial building which military 
spending in part engendered. 

Let no one suppose I underestimate 
the underlying strengths in our econ- 
omy or am blind to the great progress 
we have made since 1929 in means 
of preventing any real depression. 
But if we are to keep present reces- 
sionary forces within the narrowest 
possible limits, we must see that we 
do not assume there is strength at any 
particular point which in fact is weak. 
I shall turn briefly to a point often 
put up as a “clincher” by those who 
are confident about 1954. This is the 
assertion that the consumer will play 
the decisive role of rescuer in the 





enterprise. 
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economic strategy of the year now 
opening, whatever may happen in 
other quarters. 

Those analysts who find a source 
of great confidence for the future in 
the well-heeled consumer make three 
points : 

»> That disposable income of private 
spenders has never been at so high 
a figure as in 1953; 


>> That consumers have been saving 
at an unusually high rate and now 
have an unprecedented volume of ac- 
cumulated assets; 


»> That the mass of our people have 
raised their standards of living, that 
they like this more gracious way of 
life and propose to maintain it. 

This raises a very nice question 
about the mechanics of prosperity. 
Which comes first—the hen or the 
egg? Do consumers initiate a pattern 
of spending which then causes pro- 
ducers to get busy filling this order 
list? Or does venture capitalism create 
a pattern of activity and employment 
that gives jobs and pay envelopes 
(and dividend checks) that enable 
consumers to take this large and at- 
tractive output off the market? 


>> NO ONE-WAY STREET: These 
are phony questions. Neither is “first,” 
but both act and react upon one 
another. So don’t take it for granted 
that this consumer argument is a one- 
way street to perpetual prosperity. Let 
us look to see just how these people 
reason who think that the strength 


* 7 . 


“To consumers collectively I would 
say: Be as good a spender as you pru- 
dently can be in 1954. Don’t button 
up your pockets and wait for depres- 
ston bargains.” 


os 7 * 


of consumer demand is going to take 
care of the economic problems of 
maintaining top prosperity in 1954 
and 1955. This is partly a question of 
accounting and partly a question of 
psychology. 

Those who count on the private 
consumer to save the day say: “We 
recognize that there will be some de- 
cline in government spending and in 
business spending. But consumers can 
make up the difference. They have 
both the ability and the willingness to 
close the gap.” This prompts a look 




























to see how large a gap it is. Guesses 
as to declines in Federal expenditure 
mostly range from $5 to $10 billion. 
Surveys of businessmen’s intentions to 
spend on maintenance and improve- 
ment suggest a drop of only about $1 
billion from the very high figure of 
$28 billion in 1953. But the “inten- 
tions” reflect what they would like to 
spend if prosperity keeps up to pres- 
ent levels. This is obviously an ex- 
pansion figure. If business actually 
declines only 10 per cent in 1954, 
would business spending for plant and 
equipment drop by less than that per- 
centage? By just about that same 
ratio? Or would many plans for ex- 
pansion and improvement be post- 
poned entirely? The less optimistic 
suggest that we might see business 
investment dropping not only $1 or 
$2 billion but $5 or even $8 billion. 
A tremendous number of building 
plans have been completed or are 
nearing completion. The pressures of 
1946 and 1951 are far spent. 

If government spending, business 
spending, and, we might add, export 
demand all added together subtract 
$15 billion from the market for goods 
and services next year, is it clear that 
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Mr. and Mrs. Consumer can and will 
step in and add that amount of 
spending money from their resources? 


>>? WILL THEY SPEND? Here we 
need a little accounting and 
some elementary psychology. As to 
must look chiefly to 
industrial wages and farm income. 
Are farmers going to have more to 
spend than they have had in recent 
years? And do the prospects for city 
employment suggest that wage earners 
as a group have larger and 
steadier pay envelopes? Market de- 
mand is not mere longing. A top 
executive of one of our largest adver- 


more 


the figures, we 


will 


tising companies points out that very 
large numbers of our people still do 
not have bath tubs or telephones or 
TV all the business world has 
to do is to cultivate this virgin market. 
He does not explain how those who 
could not afford these niceties of life 
in the boom years of 1952 and 1953 
will be able to afford them in 1954 
with even a little unemployment and 
a mild form of slump. 


sets 


At this point cheerful references are 
made to the enormous savings that 
have been made by the public in the 


The widest 


title insurance 
coverage in 


California 


last few years. Here the accountant 
must do some work on the very tricky 
savings figures to show us which are 
real and which are phony, which 
savings are liquid and which are fixed. 
A great deal of this saving has been 
in the form of current payments on 


* * * 


“Our major concern in 1954 should 
be to keep recessionary tendencies, al- 
ready emerged, from snowballing into 
unmanagable recession. Working out 
a practical non-boom way of life is 


the first step in this direction.” 
* * * 


homes under amortized mortgages and 
and automobiles 
purchase _ plans. 


tapped by 


television sets 
under installment 
These savings cannot be 
the eager to reverse any 
recessionary tendencies of 1954 by 
enlarging the total volume of con- 


on 


salesman 


sumer purchases. 

But this issue of the consumer mar- 
ket involves psychological attitudes as 
well as actual purchasing power. I 
fully agree on the importance of sales- 
manship this year if we are going to 
keep sales and orders and hence em- 
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ployment up to as good a level as 
possible. And to the consumer col- 
lectively I would say: Be as good a 
spender as you can prudently be in 
1954. Don’t button up your pockets 
and wait for depression bargains. 
That would be one fine way to assure 
a depression. But at the same time 
we need to ask whether in fact the 
consumer is going to be a “soft touch” 
for making up a drop of $10, $15, or 
$20 billion of business and government 
spending. 

>> THE REAL INFLUENCES: The 
psychology of the buyer is influenced 
by three things: the money in his 
pocket, the hunger in his belly, and 
the fear or hope in his heart. I am 
not going to try to put a weigh ticket 
on each of these factors in the busi- 
ness situation. But find the answers 
to these questions: 

>> How are current and prospective 
incomes for farmers and mechanics, 
factory and white collar workers run- 
ning as compared with a year ago, 
and as they will run at the end of this 
year? 

>> Translating “hunger” into need 
or desire for goods, what part of the 
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full demand for hand tools and shop 
tools; for household gadgets, mechan- 
ics’ supplies, and farm hardware; for 
paint and what-not has already been 
supplied? How much is postponable? 
>> Are consumers going to dip into 
their liquid savings next year to main- 
tain and even raise their standard of 
living? Or are they going to husband 
their past savings and be even more 
thrifty than last year with their cur- 
rent earnings because of some uncer- 


tainty as to how far the “dip” may 
? 


go: 
The way you answer this question 
will determine how you feel about 
whether recession will be both mild 
and of short duration. We are an im- 
patient people, accustomed to good 
times, and so it is not strange that so 
much attention centers on calling the 
time of the “recovery” even before 
there is general agreement about 
whether or not we have a recession. 
It makes pleasant reading to find such 
statements as this: “There will not 
be either inflation or deflation in 1954. 
. Six important factors will help 

to prevent the current decline from 
extending to the end of the year and 
will, instead, reverse the trend later 
in the year.” The history of business 
fluctuations, however, suggests that 
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quick recoveries of this sort occur 
only when the nature of the difficulty 
was a money panic or an inventory 
crisis. The present situation certainly 
is not a money panic, nor could we 
have one under present financial in- 
stitutions. Nor is it an inventory 
crisis. It is often pointed out that 


* * * 


“The question is: Can we take it? 
We have had 12 years of ‘pie in the 
sky.” We have come to love inflation 
as a way of life.” 


* * * 


inventories have been the object of 
skilled attention and almost continu- 
ous adjustment to current conditions. 

Thus it would seem sounder rea- 
soning to fix attention on the longer- 
run “adjustment” between productive 
capacities and price-income relations 
that have, during the past 15 years, 
been made under conditions of war 
and preparedness and that now have 
to be stabilized on a more perma- 
nent basis to whatever conditions 
emerge from the death of Stalin, the 
truce in Korea, the four-power con- 
ference in Berlin this month, and 
other developments as yet unfathom- 
able. I find it hard to believe that 
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such massive and complicated adjust- 
ments can be accomplished within the 
span of a few short months. Still less 
can I credit the claim that they have 
already been more than half com- 
pleted. I would question whether 
they have yet actually been faced in 
realistic terms. 


>> WORLD’S WONDER! Hence 
our major concern in 1954 should be 
to keep recessionary tendencies, al- 
ready emerged, from snowballing into 
unmanageable recession. Working out 
a practical non-boom way of life 
seems to me the first step in this 
direction. If we can get our feet set 
steadily in that path by the second 
half of 1955 or the first half of 1956, 
I think we shall be doing very well. 
That would be accomplishing the 
“wonder of the world” that the Presi- 
dent referred to recently, that is, 
carrying an inflationary military boom 
over into sustained peacetime pros- 
perity without an intervening depres- 
sion. 

In President Eisenhower's State of 
the Union message and the other 
messages that outline his program, he 
congratulates the country that in the 
past year the “damaging effects of 
inflation have been brought under 
control” and assures the country that 
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in the coming year we shall be safe- 
guarded against even more damaging 
effects of deflation. In other words, 
President Eisenhower, the broad- 
visioned middle-of-the roader would 
lead his country in what my favorite 
economist once called “the gentle art 
of disinflation.” This intention has al- 
ready been shown in the fiscal policies 
of the Treasury and the monetary 
policies of the Federal Reserve Board. 
It is further spelled out in a positive 
but moderate farm policy in the Presi- 
dent’s first special message and the 
moderate labor policy enunciated in 
his second special message. 


>? NEVER SO GOOD: Now the 
question is: Can we take it? We have 
had 12 years of “pie in the sky.” We 
have come to love inflation as a way 
of life. Voices are already raised for 
big new doses of inflation to deal with 
the first faint signs of deflation. 

There is a voice of agrarianism that 
demands that the farmer shall take 
no part in the shakedown of disin- 
flation. 

There is a voice of laborism that 
says labor must continue the same 
dollar gains every year regardless of 
productivity indexes. 

There is a voice of acquisitive capi- 
talism that puts profit margins above 
maintained volume of employment. 
All these the President and his team 
will have to meet and reconcile if his 
program of disinflated prosperity is 
to be realized. He must win these 
interest groups over to his side rather 
than seeing their partisan struggle 
undermine the common welfare. On 
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this point I could wish the President 
had brought into his message to the 
nation more of the perspective shown 
in his Guildhall speech and his re- 
marks to the joint session of our 
Congress on his return to the United 
States. I could wish he had borrowed 
a note from the inspiring leadership 
of Winston Churchill’s “blood, tears, 
and sweat” speech in Britain’s darkest 
hour. 

Mingled with my admiration for 
many things the President said, I feel 
there was a priceless opportunity 
missed in two things he did not say. 
One would have been, “You can’t 
expect to have it so good all the time.” 
The other would have been, “What 
private business itself does will out- 
weigh what government can do to 
help.” 

It is my belief as an economist that 
the new Administration has been con- 
sistently overbidding its hand in its 
repeated assurances that a real reces- 
sion will not happen because the gov- 
ernment will not let it. This proce- 
dure has a certain advantage in 
reassuring the business public and 
guarding against premature or exag- 
gerated fear that would cause a wide- 
spread stampede to the storm cellar. 
But on the other hand, it encourages 
everyone to run to Washington with 
demands for special aid. 

I do not believe in the inevitability 
of cycles in which busts must be as 
deep as booms are high. On the con- 
trary, I believe that we are arriving 
at a stage of general economic literacv 
in which periods of business readjust- 


COLUMBUS - DAYTON - ELYRIA 


MEDINA 


ment could be proportionate only to 
the excesses or distortions of the boom 
period and would not check the march 
of economic growth and progress. But 
this will be accomplished only if the 
period of readjustment is used to cor- 
rect capacities and capitalizations, to 
balance credit structures and earning 
powers, and to bring prices into line 
with wages and other sources of in- 
come at full volume of output. 

I could have wished that the Presi- 
dent in this opening message had 
challenged all the parties to private 
trade to make these adjustments reso- 
lutely and peacefully through collec- 
tive bargaining and through executive 
policies of job-giving, capital-invest- 
ing, and price-making that put the 
public interest above immediate indi- 
vidual profit or prestige. This de- 
mands mutual forbearance and a 
realization that the maintenance of 
productive activity is more important 
than the upholding of any theory of 
what any particular person or group 
“ought” to get. I am unwilling to 
believe that the American public 
would not respond to such leadership 
as the British did to Churchill’s plea. 

The danger we face is more subtle 
than the fear of physical extermina- 
tion which confronted our English 
cousins. But the alternatives are grim 
enough—either an “orthodox depres- 
sion” that would cripple our power 
to uphold the free world against Com- 
munist imperialism or such drastic 
measures of government intervention 
as would greatly impair if not destroy 
the very freedom we seek to maintain. 
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Should Mortgages Be Valued as Long Term 
Investments by Life Insurance Companies 





®@ This life company official thinks so. Provision 
should be made over the long-term period for tak- 
ing care of losses through establishment of asset 
reserves as is done for bonds is one reason he cites. 


® By HAUGHTON BELL 


Vice President and General Counsel 
The Mutual Life Insurance Company of New York 








HERE has long been a pro- 

nounced difference in the valua- 
tion by life insurance companies of 
mortgage loans and the valuation of 
securities.| Mortgage loans were val- 
ued, immediately following the Arm- 
strong Investigation, at cost so long 
as they were not actually in default. 

During the depression, when de- 
faults occurred or adjustments were 
made in interest on mortgages be- 
cause they were unable to meet con- 
tract rates, and even where there was 
neither adjustment in interest rates 
nor default but where current ap- 
praisals showed that the value of the 
security was below (or at least in the 
case of purchase money mortgages, 
not much above) the outstanding 
principal of the mortgage, writedowns 
to appraised value, or some percent- 
age of it, or the setting up of reserves 
representing the difference between 
the appraised value of the security 
and the outstanding principal, were 
required or permitted by regulatory 
authorities, but no over ail policy was 
formulated as in the case of securities 
valuation. 

Mortgage loans, that is loans to in- 
dividuals or to corporations, which, 
whoever the borrower may be, are 
made on the strength of mortgages on 
real estate having an appraised value 


affording the statutory margin of se- 
curity above the amount of the loan, 
are in essential respects similar to cor- 
porate obligations classified as se- 
curities. : 


There are, of course, a number of 
differences. Formerly, mortgage loans 
were usually made for periods of 3 
to 5 years (though often renewed for 
periods up to 5 years without re- 
appraisal), but now this difference is 
disappearing. Most are made for pe- 
riods of not less than 10 years and 
many for periods of 15 and 20 years 
and even longer, although, as in the 
case of corporate obligations, the prin- 
ciple of amortization or serial ma- 
turity is now prevalent. There is some 
difference in the basis for lending, de- 
pending on the type of mortgage loan 
and the type of corporate obligation. 
In corporate obligations and in mort- 
gage loans on commercial and indus- 
trial properties whether the borrower 
is a corporation or an _ individual, 
earning power is always important 
and this involves the question of man- 
agement. 

In mortgage loans on dwellings, 
however, the predominant question is 
one of saleability of the security.\ The 
differences, however, are not as sig- 
nificant as the fact that in both types 
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of obligations the investor may, by the 
terms of the instrument, expect to re- 
ceive fixed interest payments and re- 
payment of the face amount at a defi- 
nite maturity. Furthermore, on the 
basis of all past experience, there will 
be some obligations of each type in 
which this expectation is not realized 

i.e., there will be some loss expe- 
rienced. 

In the mortgage 
therefore, just as in the case of corpo- 
rate obligations, provision should be 
made over a long period of time for 
taking care these losses through 
the establishment of asset reserves.) If 
this principle is sound as applied to 
bonds, it is equally sound as applied 
to mortgage loans, although the ex- 
perience may be different and, there- 
fore, both the amount of the ultimate 
reserve and the rate of accumulation 
may be different. Indeed, since mort- 
gage loans are generally a less liquid 
form of investment than securities and 
are therefore even more likely than 
securities to be held until maturity 
or default, there is greater reason to 
value them on a long-term investment 
basis. 


case of loans, 


of 


Mortgage loans have fluctuated in 
value perhaps more than is generally 
realized. Over the past few years a 
number of studies* have appeared 
which have traced the loss records of 
mortgage loans of various types made 
by institutions such as life insurance 
companies, savings banks and the like. 

A study made by the Research Di- 
vision of Mutual of New York of the 
experience of net capital losses for 14 
life insurance companies, including 
realized writedowns, 
and changes in assets not admitted 
but not including reserves—expressed 


losses on sales, 


as a percentage of assets held in each 
form on Dec. 31, 1931, showed that: 


>> For securities, the cumulative net 
capital loss reached its maximum at 
the end of 1940 and represented 7.6 


*These include “‘Urban 
Life Insurance Companies” by 
Saulnier of Columbia University, National Bureau 
of Economic Research 1950; ‘‘Commercial Bank 
Activities in Urban Mortgage Financing’’ by Car! 
*. Behrens, Federal Deposit Insurance Corpora- 
tion, National Bureau of Economic Research. 
1952; ““Mutual Savings Banks in the Savings and - 
Mortgage Markets’’ by Professor John Lintner of 
Harvard University, Boston, 1948; “‘History and 
Policies of the Home Owners Loan Corporation” 
by Professor C. Lowell Harris of Columbia Uni- 
versity, National Bureau of Economic Research. 
1951; “A Mortgage Analysis, 1906-1934" by Ed- 
gar A. Lodge of Home Title Guaranty Company 
New York, 1935; and “Urban Real Estate Mar- 
kets; Characteristics and Financing’ by Pro- 
fessor Ernest M. Fisher of Columbia University 
National Bureau of Economic Research, 1951. 


Mortgage Lending By 
Professor R. 
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per cent of the holdings at the start 
of the period; 

>> For real estate and mortgages 
combined, the maximum net capital 
loss was reached at the end of 1944 
and, at this point, represented 6.3 per 
cent of the portfolio at the start of 
the period. - 

The loss figures for the two types of 
assets were thus not materially differ- 
ent, though changes in conditions 
could affect this relationship for the 
future. 

There are wide differences in the 
kinds of mortgage loans and the losses 
which may be expected. For example, 
on FHA and VA insured and guaran- 
teed loans, on the one hand, and on 
conventional loans on the other.! There 
are also wide differences in the losses 
which have been experienced on 
dwelling loans from those which have 
been experienced on large commercial 
properties and, here again, these dif- 
ferences should be taken into account 
in the of reserves accumu- 
lated. 


amount 


The essential principles governing 
the use of the mortgage loan reserve 
should be largely the same as those 
governing securities reserve, though 
there will be some differences due to 
the different nature of the assets. For 
example, the question may well arise 
as to the relationship which has ex- 
isted between the ultimate recovery 
after foreclosure and the appraised 
value at time of default, interest ad- 
justment or other impairment of the 
security. Another type of question 
may be how to handle defaults on 
farm mortgages in years of crop fail- 
ure where both lending policy of the 
life insurance company and appraisal 
of the property may be based on the 


normal income-producing capacity of 
the property with due allowance for 
bad crop years. 

It is interesting to note the com- 
ment of one student of the subject on 
the influence during the past depres- 
sion of the absence of adequate mort- 
gage loan reserves. This observation 
by Prof. John Lintner of the Harvard 
Business School was directed specifi- 
cally to the experience of Massachu- 
setts savings banks. 


“The banks had gone into the de- 
pression with no valuation reserves 
out of which to absorb the net losses 
that subsequently developed on mort- 
gage assets, and as a consequence 
these losses could be charged off only 
against current earnings and the sur- 
plus account.! But the amount of book 
surplus was a published figure, and in 
a period of widespread distress and 
distrust of banks and bankers there 
was an almost universal reluctance to 
show any reduction in reported sur- 
plus figures.” 

Professor Lintner found that this 
situation led to the adoption of in- 
vestment policies, which he considered 
undesirable, relating to such matters 
as the disposition and retention of 
properties, the timing of foreclosures 
and the taking of purchase money 
mortgages, all designed to limit and 
delay the acceptance of losses. 

So far as mortgage loans go, it 
seems clear that after the exception- 
ally long period of prosperity the 
country has been in, and is still in, 
they are now considerably overvalued 
as long-term investments—unless one 
is sufficiently optimistic to accept the 
thesis that depressions are a thing of 
the past or that the amortization fea- 
ture has eliminated the risk of loss. 
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In 15 Years 18 MILLION 
More Took Crry Jons 


It?s further evidence that a long-time trend is continuing 
and that the market for about everything urban, including 
homes, is still expanding with no let-up in sight 


American economy, affecting 
the way millions of persons live and 
earn their livelihood, has been the 
gain of 18 million jobs in nonfarm 
employment over the last decade and 
a half. 

This has been particularly pro- 
nounced outside the heavily-indus- 
trialized East and Middle West, and 
noticeably so in areas which had 
been predominantly agricultural and 
where living standards, as measured 
by per capita income, had been be- 
low the average for the country as 
a whole. This change has more than 
compensated for the long-term down- 
trend in farm employment. It has 
likewise contributed to the progress 
of the economy by the broadening of 
employment opportunities on a na- 
tionwide basis. 


[y of the major changes in the 


Total number of jobs in nonfarm 
occupations increased from some 30 
million in 1939 to just under 48 
million in 1952. This represented a 
gain of about 58 per cent, and it was 
more than triple the rise in the U.S. 
population in the period. 

Even more striking than this gain 
itself in the number of nonfarm jobs 
has been its geographical distribution. 
While all states and regions showed 
increases, the advance was led per- 
centagewise by a group of states in 
the Far West and South, in many of 
which farming had been the domi- 
nant source of income in the past. 
The great majority of these Far 
Western and Southern states scored 
increases in nonfarm employment 
that exceeded the national average. 
In six of them — Texas, California, 
Florida, Utah, New Mexico, and 
Arizona—the increase was more than 
100 per cent. 


Conversely, the New England and 
Middle Atlantic States showed gains 
in nonfarm employment of less than 
the average for the nation as a whole 
in the 1939-52 period. The increases 
in the interior of the country, the 
East and the West North Central re- 
gions, were about equal to the na- 
tional figure. While 1953 figures are 
not yet available, indications are that 
the same broad employment pattern 
prevailed last year as well. 

The big gains in California and 
Texas were particularly significant in 
view of the number of jobs involved. 
Total nonfarm employment in these 
two states alone increased by 3 mil- 
lion between 1939 and 1952. To- 
gether they accounted for nearly 6 
million such jobs in 1952, about one 


out of every eight in the country. 


The most fundamental change re- 
gionally was the narrowing of the 
gap between the Great Lakes States 
(Ohio, Indiana, Illinois, Michigan 
and Wisconsin) and the Middle At- 
lantic group (New York, New Jersey, 
Pennsylvania) for nonfarm employ- 
ment leadership. The latter region 
had long occupied the No. | position 
in this respect, reflecting the histori- 
cal development of the country and 
the original concentration of popula- 
tion and industry along the Atlantic 
seaboard. 

In 1939 the Middle Atlantic states 
accounted for the largest proportion 
of employment in every one of the 
eight major industry classifications of 
nonfarm jobs. By 1952 the Great 
Lakes states had gone out ahead in 
construction and in the important 
area of manufacturing employment. 
Thus the center of nonagricultural 
employment in the United States, 
along with that of the population it- 
self, is continuing to move westward. 

A number of factors, some broad 
and evolutionary and others more 
specific, have combined to bring 
about the employment distribution 
that is found in the country today. 
Included among these are the eco- 
nomic impact of two wars in the last 
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Let’s Look at Some 
PRESENT DAY APPRAISAL CONCEPTS 


And the big thing now, 
as it always has been, 

is what we mean by 
value. And that can 
lead into all sorts 


of concepts. 


By BLAINE A. DAVIS 
Chief Appraiser, City Loans, 
Bankers Life Company, Des Moines 
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PPRAISALS, good and bad, are 
being made every day. Every 
listing of a property for sale shows 
that someone has attempted to evalu- 
ate the property. Every prospective 
home buyer, in his own way, is mak- 
ing estimates of value as he looks at 
property after property. There is only 
one thing about an appraisal for 
mortgage loan purposes that distin- 
guishes it from other appraisals. The 
data program is the same. The anal- 
ysis and co-ordination of the data is 
the same. Where, then is the differ- 
ence? It is in the appraiser’s concept 
of what the term “value” means. 
Banks and insurance companies are 
usually subject to legal restrictions in 
the ratio of loan to appraised value. 
Although the statutes require that an 
appraisal must be made, they make 
no attempt to define value or to throw 
any light on the proper appraisal 
process. Thus, it is up to the institu- 
tional lender to formulate his own 
value concept. This concept should 
be spelled out, as in an example appli- 
cable to an institution whose legal 
loan limit is two-thirds of appraised 
value of a single-family dwelling: 
“Appraised value for this purpose 
is defined as an estimate of the 
maximum amount a prudent, well- 
informed purchaser, buying subject 
property for long-term occupancy 
as his home, would be justified in 
paying for it as of the time of 
appraisal with not less than one- 
third in cash and not to exceed 





two-thirds in funds secured by 
mortgage against the property with 
interest at the prevailing rate and 
with provision for sufficient periodic 
amortization to protect the margin 
of security against future deprecia- 
tion in value from all causes.” 
Let’s analyze this value concept. 
The lender«is not interested in a 
seller’s point of view. The interest of 
a seller in property terminates upon 
receipt of the selling price. The things 
the prospective lender does need to 
know about the property are exactly 
those an expert prospective buyer 
should find out if he were considering 
its purchase for long-term occupancy. 
First, he would determine the capac- 
ity of the property to provide a satis- 
factory home for his family over a 
span of years, its environment, its 
accessibility, its eye appeal, its size, its 
construction, its cost of replacement, 
its physical and functional condition. 
He should learn about the economic, 
social, ethic, and racial characteristics 
of the neighborhood and any indica- 
tions of changes in such characteris- 
tics. Second, he should consider the 
cost of occupancy, including the mort- 
gage payments, taxes, insurance, heat- 
ing and maintenance expense. Then, 
having made comparisons with in- 
formation of a similar nature about 
other available properties, he would 
make up his mind as to the justifiable 
price. 
This is precisely the approach 
the appraiser must employ. The ap- 





we? 


— ew 


~ © 








praiser must assume the role of an 
expert buyer whose financial status is 
typical of the neighborhood. The 
appraisal should always be made from 
the point of view of a prudent, well 
informed typical, prospective buyer 
considering purchase for long term 
use. Adopt the viewpoint and mental 
processes of an expert real estate 
buyer and stick with them right 
through to the final answer. 

To be more specific, let’s look at 
the approaches to value. 

Under “Summation Value” the first 
item is an estimate of the value of 
the lot. The valuation desired is the 
justified market price of the subject 
land in comparison with the prices 
at which lots comparable with the 
subject land can be purchased in to- 
day’s market, as well as offers to sell 
and offers to buy and actual recent 
sales of comparable property in the 
district and immediate neighborhood. 
In arriving at land value by compari- 
son, the appraiser will find that no 
two building sites are exactly alike 
and the resultant valuation estab- 
lished by the appraiser should take 
these differences into account. 

The structure, including porches 
and other improvements, should he 
valued by that factor which will dupli- 
cate the structure and improvements 
in today’s market with the same or 
closely related materials. This cost 
factor should include a normal con- 
tractor’s profit, but should exclude 
those factors introduced into cost by 
labor inefficiency and feather-bedding, 
excessive profits to contractors and 
subcontractors, and premium prices 
for materials. In other words, use a 
reproduction cost figure that repre- 
sents an amount that would enable an 
efficient builder to duplicate the con- 
struction, including a reasonable profit 
but excluding temporary excesses and 
inefficiency from the market. In short, 
the cost figure with the “water” wrung 
out. 

In the appraisal of older dwellings, 
materials are found, such as walnut, 
oak and mahogany, which are out of 
use today in trim and detail work. 
The method contemplates the use of 
modern materials which will perform 
the same function as the actually used 
materials, for obsolete materials re- 
gardless of quality or cost, add little 
to the effective value of the property. 
The method always presumes to re- 
produce not replace the building at 


today’s costs regardless of its age. The 
appraiser is not concerned with its 
original cost at the time it was built, 
for the appraisal is being made as of 
today and today’s costs must be used. 

The item of deterioration and ob- 
solescence is always a difficult one— 
in my opinion, the most difficult part 
of an appraisal. Deterioration is the 
wearing out, either visibly or not, of 
replaceable parts of the house, includ- 
ing exterior painting, roof, heating 
plant, plumbing lines, etc., as well as 
the gradual weakening of the struc- 
ture itself due to age of the structural 
members. Obsolescence embraces the 
factors entering into cost which the 
typical buyer will not pay for in a 
competitive market, as well as those 
items which work against the improve- 
ments functioning in the manner de- 
sired by the average buyer. Obsoles- 
cence may arise from a poor floor 
plan, inadequate closet and storage 
facilities, over-adequacy or inadequacy 
of room sizes, over-improvement of 
property for neighborhood, as _ well 
as the use of equipment and material 
which, temporarily stylish, has become 
dated or unacceptable long before its 
physical capacity to perform a func- 
tion is exhausted. 

The National Association of Real 
Estate Boards recently reported a 
study of what women want in their 
homes: 


>> In the $10,000 they want a 1-story 
house, or bungalow, or Cape Cod 
with an unfinished attic. In larger 
houses most still prefer 1l-story, but 
some want two. 


>> They want larger plots of ground. 


>> Plenty of storage space, even if it 
takes an extra room or a double 
garage. 





>»? Direct entrance from garage to 
house or breezeway. 


>> Plenty of closets preferably with 
sliding doors. 


>> Direct access from entrance to 
kitchen. 


>> Electrical outlets by the dozen. 


>> Lavatory on the first floor in a 
2-story house. 


2»? Table top equipment in the kit- 


chen, washing machine, dishwasher, 
garbage disposal unit, and lights near 
work table, not in ceiling. 

>> Unbroken wall space for arrang- 
ing furniture in living room and bed- 
room. 
















“Deterioration and obsolescence... 
the most difficult part of an appraisal. 
In a time when real estate activity is 
above normal . . . there is a very evi- 
dent tendency of the market to under- 
estimate deterioration and obsoles- 
cence,” says Mr. Davis. 








>> Picture windows where best view 
is not on street. 
>> More conveniences and less for- 
malities. Today’s woman wants her 
work made easy. 


Any house which lacks any of these 
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features which will be provided in 
similar houses of the same size are 
functionally deficient, even though 
new and are, therefore, to some ex- 
tent less valuable. 

In a time when real estate activity 
is above normal, indicating that the 
number of buyers exceeds the number 
of sellers, there is a very evident tend- 
ency of the market to under-estimate 
deterioration and obsolescence. This 
under-estimation is an important fac- 
tor in the “high price” of real estate 
during such active markets. The 
appraiser in such markets must ac- 
curately estimate deterioration and 
obsolescence as a normal market 
would reflect it, and the ability to 
make a proper estimate represents a 
major challenge to the appraiser. 

In conclusion, “Summation Value” 
embraces three things: 


>> Land value by comparison. 


>> Unit reproduction cost based on 
the current price level with the 
“water” out. 

>? Deterioration and obsolescence 
measured and deducted to the extent 
that the general buying public would 
measure and deduct it in a normal 
real estate market. 


Market Value 


Che market value is determined by 
the appraiser by the comparison meth- 
od. It is necessary for the appraiser 
to be informed on most recent sales, 
offers, etc. on completed homes and 
by setting up comparisons and giving 
weight to the differences, to determine 
in his own opinion the price at which 
the property could be sold, giving the 
owner 90 days in which to find a 
purchaser. The comparative approach 
depends for its accuracy on the ability 
of the appraiser to compare the prop- 
erty under appraisal with other 
properties offering similar services, 
utilities, convenience and amenity and 
to relate to the appraisal property the 
sales and listing data of those prop- 
erties having like characteristics of use. 

All the foregoing relates to the 
building up in the mind of the ap- 
praiser and in his report, data to 
support his opinion of value by the 
results obtained by either the summa- 
tion value or the market valuation. 
While the summation value is recog- 
nized as being generally reliable, its 
reliability rests on the economic prin- 
ciple that a thing cannot be worth 
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more than it should cost to reproduce. 
It may bring more in the market 
place but it cannot be worth more. 
It may command a higher price 
brought about by scarcity of supply 
or exhorbitant demand but it cannot 
have a higher value than its cost of 
reproduction. Summation value ac- 
cordingly produces the value “ceiling,” 
the upper limit of value beyond which 
the appraiser should be unwilling to 
go. The price curve may soar to a 
point far above this value ceiling but 
when that happens, the appraiser’s 
sound judgment will not be influenced 
in his value conclusion knowing that 
such swing of the market must be 
short-lived, and once supply catches 
demand, as it always does, prices will 
react, dipping sharply, until they 
reach the value norm. On the other 
hand, the value which a prudent lend- 
ing institution should recognize on a 
property, may be substantially less 
than its summation value. There are 
also times in the economic cycle when 
the market value is less than the sum- 
mation value. Here again, prudent 
value should never exceed the ac- 
countant’s dictum of “cost or market, 
which ever is lower,” but may be less 
than either of them. Prudent value 
should never exceed the long term 
use value and for reasons of pos- 
sible further hazards, racial encroach- 
ments, styling out of date even though 
the property be new, and like factors, 
it may prudently be advisable to 
recognize a value for appraisal pur- 


poses substantially less than summa- 
tion value. 

Like use creates value. Dissimilar 
use destroys it. A similar type of 
residential development in a residen- 
tial section protected by deed restric- 
tion will create higher. values and 
maintain them longer than a mixed 
use. Owners and tenants similar in 
type will create higher values than 
owners and tenants varying in na- 
tionality, race and economic living 
standards. Residential developments 
that are large in area will maintain 
their values for a longer period than 
smaller areas. Public opinion exerts 
a strong influence on prudent value. 
What people do depends upon what 
they think. What they think will be 
influenced by what they hear—public 
opinion. The appraiser is the inter- 
preter of public opinion as it exists 
and as it probably will exist. His 
notion of the value of the property 
is not so important as his conception 
of the public’s long term opinion of 
value, for it is the public and not the 
appraiser that makes value. In other 
words, factors of style, location, equip- 
ment and use which, even if ignored 
in the present, are, in the appraiser’s 
opinion, likely to be reflected in the 
market value of the property in the 
future, which future buyers are likely 
to discount, should be discounted in 
the appraiser’s prudent value of today. 

The difficult problems which are 
confronting appraisers of real prop- 
erty today emphasize the importance 
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of adequate training. Such training 
involves not only formal courses of 
study but also a systematic program 
of self-education on the part of every 
practicing appraiser. 

Probably the most important ad- 
vances in appraising during the past 
twenty years were made in the field 
of valuation procedure, systematic 
procedures which break down an ap- 
praising problem into its principal 
subdivisions, and which form the 
framework for collecting and analyz- 
ing pertinent data are now in general 
use. 

Improved Techniques 

Improved techniques, however, 
have in some cases given appraisers 
and investors an unwarranted belief 
in the accuracy of appraisals. F. M. 
Babcock has stated in his Valuation 
of Real Estate, “unfortunately the 
inability to introduce precision and 
great accuracy into valuations has 
been obscured. Many persons have 
come to believe that there are sets of 
rules which, taken together, constitute 
a science of real estate valuations. It 
is very generally believed that valua- 
tion is not only possible but that great 
accuracy can be secured. This is not 
so. Valuation technique can do no 
more than give approximations and 
a better technique serves to remove 
only the most glaringly inaccurate 
elements involved in pure guessing.” 


I do not mean to imply that the 
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only improvement in appraisal work 
has been the substitution of the auto- 
mobile for the horse. Of course, rules 
are valuable aids in systematizing an 
appraiser’s work, but if taken too 
seriously they may lead to errors. 
Appraisers need to know not only the 
rules and procedures to be followed 
but the why of such rules and the 
reasoning back of them. This is the 
main reason for studying valuation 
theory. Only by understanding the 
why of appraising procedures can 
appraisers adapt their work to the 
rapidly changing forces of the current 
economic scene. 

Unfortunately, few of us learn as 
much as we should from our own ex- 
perience. An even smaller number 
profit from the experience of others. 
Unless experience is studied, it means 
nothing more than the mere passage 
of time. Like most instructors, experi- 
ence can teach only to the extent that 
the student is willing to learn. 

To be really useful, appraisal ex- 
perience must be analyzed carefully 
in as objective a manner as possible. 
Many appraisers have derived great 
benefit from the keeping of systematic 
records of their appraisals and the 
review of these materials at more or 
less regular intervals. Many have 
profited from the maintenance of both 
historical and current information 
about the market for properties in 
their cities. Even such data have little 
value unless studied in the light of the 


appraiser’s experience from month to 
month and from year to year. 

Finally, there appears to be a need 
for the development of an objective, 
impartial, or “hard-headed” attitude 
as well as the development of the 
inquisitive mind. Always look under 
the chips. 

Some appraisers tend to be influ- 
enced by their personal likes and 
dislikes and points of view. While 
it is difficult to guard against personal 
prejudices, there is no doubt that the 
appraiser should be as impersonal and 
objective in connection with his work 
as the physician in his practice. 


Substitutes Won’t Do 


It has become popular to place 
undue reliance upon symbols of com- 
petency rather than to insist on basic 
ability. The certificate or the diplo- 
ma, the accoutrements and embellish- 
ments given in a professionally pre- 
pared report are too often construed 
as actually being, rather than as being, 
mere indication of ability, judgment 
and experience. Emphasis must again 
be placed upon the ability of the man 
behind the appraisal rather than upon 
the perishable paper symbols of that 
ability which adorn the appraisal. Let 
it not be forgotten that in the field 
of mortgage appraisal there can be 
no substitute for sound judgment 
proven experience, and thorough 
familiarity with the fundamentals of 
sound appraisal practice. 
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Saving In Servicing 


Servicing bottlenecks can be broken. Some dynamic new idea is always coming along 
that means taking another big step forward. Here’s one that will interest servicers 
who have the equipment with which to put it to work. 


Vice President, T. J. Bettes Company, Houston 


NSTITUTIONAL have 

had one problem in common ever 
since they first appointed servicing 
correspondents: the processing of 
monthly mortgage-payments received 
from the correspondent has become 
more expensive each year. | This chal- 
lenge was answered in part these past 


investors 


two years by advocates of the single - 


debit system. The majority of inves- 
tors recently installing the single debit 
system consists of savings banks, ap- 
proximately fifteen life insurance com- 
panies and, more recently, the Federal 
National Mortgage Association.) How- 
ever, other large institutional investors 
are of the opinion that substantial 
savings could not be realized because 
of the complicated nature of their 
mortgage portfolio, in addition to 
their numerous correspondents all of 
whom possess varying degrees of 
dependability. ! They further argue 
that too many controls would have to 
be established for the numerous in- 
terest and participation rates not to 
mention the difficulty of changing age 
old company policies. 

Those investors, convinced that it 
was not in their best interest to adopt 
the single debit system of accounting 
have, nevertheless, been forced to re- 
examine their systems and procedures 
with a view to reducing expenses. 
There are so many different systems, 
that space does not permit a detailed 
description other than to repeat the 
well known fact that the processing 
and balancing of remittance reports is 
expensive. Some life insurance com- 
panies have pre-calculated payment 
cards months in advance, while others 
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By THOMAS E. McDONALD 


have key punched cards direct from 
the remittance reports as received, 
errors and all. Three companies mail 
IBM listings of mortgage payments 
due, or pre-punched mortgage pay- 
ment cards, to their correspondents 
with instructions to return them as 
payments are received. The most re- 
cent move was to require correspond- 
ents with IBM equipment to submit 
duplicated IBM payment cards in lieu 
of remittance reports. 

The purpose of this article is to 
suggest a new method that, to the 
best of the writer’s knowledge, has 
never been attempted in the mortgage 
industry. By this method, savings can 
be realized by investors only where 
their servicing correspondents are us- 
ing IBM equipment. The writer is 
well aware there are less than fifty 
mortgage banking companies in the 
country presently using IBM equip- 
ment for their mortgage accounting. 
Please be assured that I am _ not 
indiscriminately promoting the instal- 
lation of IBM equipment for mortgage 
banking firms, as it is a matter re- 
quiring individual consideration. In 
every instance volume has to be suffici- 
ently large to absorb the fixed monthly 
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rentals. 

Recently, International Business 
Machines Corporation introduced two 
machines: the card-controlled tape 
punch and the tape-controlled card 
punch. We, as a servicer with IBM 
equipment, can daily place our cashier 
cards in the card-controlled tape 
punch machine which reads the in- 
formation in our card and puts it 
into a paper tape one inch wide. One 
role of tape 8 inches in diameter can 
contain all the information punched 
in 1,500 IBM cards. Instead of pre- 
paring a remittance report we, the 
correspondent, would mail the tape 
to our investor. Our investor in turn 
would create a duplicate set of IBM 
cards by feeding the tape into the 
tape-controlled card punch machine 
which, in turn, translates the informa- 
tion back into punched cards. It 
becomes obvious that for some in- 
vestors this system eliminates card 
pullers, key punch operators and veri- 
fying operators. One can well imagine 
the savings accruing to one life in- 
surance company that presently uses 
12 card pullers, 9 key punch opera- 
tors and 6 verifying operators in their 
mortgage accounting department. 
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Is this new idea similar to the single 
debit system in the respect that the 
savings accrue only to the investors? 
The answer is no. The only cost to 
the mortgage banker is a nominal 
rental for the card-controlled tape 
punch machine which is more than 
offset by the savings in paper and 
postage. Because our company has 
branch offices we have been able to 
effect substantial savings by carrying 
this idea a step further. 

Last year, our company acquired a 
large mortgage firm in an adjoining 
state which, for purposes of explana- 
tion, I shall refer to as Branch A. The 
remitting and accounting of some 
loans presently being serviced by T. J. 
Bettes Company, until recently were 
being serviced by Branch A. How- 
ever, some functions, under the super- 
vision of the Home Office, remain 
the responsibility of the Branch, such 
as borrower contact, collecting delin- 
quent installments, etc. In that we 
favor a central accounting system we 
installed teletype machines in the 
home and larger branch offices. As 
mortgage payments are received each 
day in Branch A, they are deposited 
in the local bank and reported in 
detail by teletype to the home office, 
listing Bettes’ loan number, investor’s 
loan number and amount. As the in- 
formation is spelled out on the tele- 
type machine it automatically punches 
holes in a paper tape that simultane- 
ously is fed into the tape-controlled 
card punch machine. The newly 
created set of IBM cards are then 
collated with the related Branch A 
cashier cards in a few minutes. When 
the totals are balanced to the amount 
deposited in Branch A bank account, 
a check is drawn on the out-of-state 


bank and the funds are deposited to 
the respective custodial bank accounts. 
In that we are not presently submit- 
ting tapes to investors, we prepare all 
remittance reports and forward them 
with a check for the net interest and 
principal due. The entire procedure 
explained above is consummated in 
less than twelve hours. 

Ours is a dynamic, not a static 
industry. Our highly competitive busi- 
ness has proved itself as most con- 


ducive to the establishment of high 
standards of business efficiency and 
to the adoption of new ideas and 
methods. This being the case, we 
need at the present time to put forth 
every concerted effort to combat the 
slow but steady increase in operating 
expenses. I sincerely hope that if the 
suggestions offered are not applicable 
to your company, that the article has 
prompted you to action along similar 
lines. 
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What Appears Ahead in Farm Loans 


A summary of some of the principal facts about farm lending as the new year gets 
underway. Debt is almost certain to continue its rise of recent years and interest 
rates will follow the general trend of money rates established by the government. 
There are problems on the farm today, and that means problems for the farm lender; 
but as of now they are not cause for concern — despite what the headlines say. 


| ey mortgage debt increased in 
1953 for the eighth consecutive 
year, and at the close, was probably 
about $7.8 billion. This compares 
with $7.5 billion on July 1, 1953, $7.1 
billion on January 1, 1953, and $4.8 
billion on January |, 1946, when the 


total farm mortgage debt was at a 
postwar low. 
The outlook is for a further in- 


crease this year. The proportion of 
farm financed credit this 
year will probably be higher, although 
the volume of voluntary farm real 
estate transfers will probably continue 
to decline. The present trend toward 
refinancing short-term non-real-estate 
debt into long-term real-estate mort- 
gages is expected to increase some- 
what. Principal repayments are ex- 
pected to be at a lower rate next year. 
Foreclosures and delinquencies may 
be slightly higher in 1954 than in 
1953, but are not expected to be 
serious. 


sales on 


In 1954 most lenders will probably 
continue to review loan applications 
carefully and give close attention to 
the income prospects and overall 
financial position of the individual 
applicant. Farmers with low equities 
or in poorer farming areas or in areas 
severely affected by price declines 
may probably find it difficult to ob- 
tain mortgage credit. However, farm 
mortgage money is expected to be 
generally adequate in 1954 at rates 
and terms similar to those prevailing 

As condensed from the farm financial outlook 
survey of Norman J. Wall, head of the division 


of agricultural finance, bureau of agricultural 
economics of the department of agriculture. 
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in 1953. Life insurance companies 
and the Federal land banks are ex- 
pected to make a larger proportion 
of mortgage loans in 1954 than in 
1953. 

The farm 
money has generally increased in all 
areas in the country in the last two 
years, except for loans made by the 
Federal land banks and the Farmers 
Home Administration, and has fol- 
lowed the upward movement of in- 
terest yields on government and cor- 
porate securities. Federal land bank 
loan rates have remained steady in 
spite of rising interest yields on Fed- 


cost of new mortgage 


eral farm loan bonds. Those lenders 
that increased interest rates generally 
made the upward adjustment 0.5 per 
cent. 

Farm mortgage interest rates in 
1954 probably will depend to a con- 
siderable extent upon interest rates 
paid on government and corporate 
securities and upon the rates charged 
for Federal land bank loans. The rise 
in interest rates on government and 
corporate securities in the last two 
years has tended to increase the in- 
terest rates charged on farm mort- 
gages by the major private lenders. 
However, the fact that interest rates 
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on farm loans of the Federal land 
banks have not been raised has tended 
to limit the increase in farm mort- 
gage interest rates of other lenders. 

Reports from various lenders indi- 
cate increased selectivity and more 
thorough and conservative review and 
screening of loan applications. This 
appears to have introduced an ele- 
ment of credit tightening in some 
areas and for the less desirable risks. 
However, in the first half of 1953 the 
dollar amount of mortgages recorded 
for all major groups of lenders, except 
individuals, was above the first half 
of 1952. The proportion of total mort- 
gage recordings was higher for the 
Federal land banks and 
companies and lower for commercial 
banks and individual lenders. 

In 1953 a high proportion of Fed- 
eral land bank and life insurance 
company loans were for refinancing 
and debt consolidation purposes. Most 
of the refinancing was of real-estate 
mortgages, although reports from 
some lenders indicate an increase in 
the refinancing of short-term debt and 
chattel mortgages into long-term real- 
estate mortgages. About 12 per cent 
of the proceeds of a limited sample 
consisting of the last 1,200 Federal 
land bank loans made before June 15, 
1953, were for the purpose of refi- 
nancing non-real-estate debt. This 
compares with 11 per cent on June 
15, 1952, and 10 per cent on June 15, 
1951. The proportion used to refi- 
nance real-estate mortgage debt, in- 
cluding refinancing of Federal land 
bank loans, on June 15, 1953, was 
#4 per cent, not significantly different 
from the dates in 1952 and 
1951. 

Generally some increase is expected 
in 1954 in the refinancing into long- 
term farm mortgage debt of short- 
term non-real-estate debt and also of 
farm real estate mortgages written 
for short terms. 

In spite of lower prices and in- 
comes, farmers in 1953 generally met 
their scheduled mortgage principal 
and interest payments on time. Some 
decline is reported in payments of 
principal ahead of time. Most lenders 
report that delinquencies are few and 
are not a problem. Repayment diffi- 
culties have appeared, however, in 
drought areas. Cattle producers were 
seriously affected by lower cattle 
prices. Potato growers likewise suf- 
fered a severe drop in income, and 
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most farmers have been affected by a 
continued cost-price squeeze. 

In areas severely affected by 
drought or lower prices, lenders are 
considerable caution in 
making new loans. Where present 
borrowers are in difficulties, indi- 
vidual arrangements are worked out; 
these usually provide for postpone- 
ment or temporary reduction of pay- 
ments. Even in drought regions, how- 
ever, delinquencies so far are 
reported small, and foreclosures are 
negligible. This may be partly be- 
cause farmers have used previous sav- 
ings to make their loan payments. Re- 
payment difficulties may increase 
slightly in 1954 because a small fur- 
ther decline in farm income is ex- 
pected in some areas and because 
some farmers have used most of their 
savings to meet debt obligations this 
year. 

Farm mortgage debt compared 
with farm real estate values is still 
relatively low. At the beginning of 
1953 total farm mortgage debt was 
7.7 per cent of the total value of farm 
real estate, compared with 7.0 per 
cent in 1952, 7.7 per cent in 1946, 
and 19.6 per cent in 1940. Estimated 
interest charges on farm mortgage 
debt in 1953 represent about | per 
cent of farmers’ gross receipts. Ag- 
gregate figures are not indicative of 
individual farmers, however. Many 
farmers who bought real estate, live- 
stock, and machinery at high prices 


exercising 


in recent years probably find that in- 
terest and scheduled principal pay- 
ments require a substantial share of 
their gross receipts. Serious difficulty 
may develop for those farmers with 
high debt-gross income ratios, partic- 
ularly in livestock and drought areas. 

Indications from a survey of farm 
real estate dealers and others last Oc- 
tober are that the downward trend 
in land values has continued since 
July and that a further decline is ex- 
pected in 1954. The effect of the 
drought and the sizable losses sus- 
tained by many livestock producers 
were significant price-depressing fac- 
tors in the farm real estate market 
this fall. Farm real estate reporters 
noted a significant decline in the 
number of prospective buyers with 
sufficient cash for a downpayment. 
Nonfarm buyers and investors have 
also become less active in the market 
and fewer cash sales are made than 
a year ago. Buyers were becoming 
more reluctant to assume large debts 
in view of recent price trends and 
future uncertainties. Many lenders 
have also become more selective in 
making loans, and in some areas this 
tightening of farm mortgage credit is 
acting as a deterrent to many sales 
of farm property that would have 
been made under conditions prevail- 
ing two years ago. 

In many respects, the current farm 
real estate situation is similar to that 
prevailing during the fall of 1949. At 
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that time, prices of farm products had 
been declining for more than a year 
and prospective buyers were showing 
increased resistance to asking prices 
for farms in view of the uncertain 
price outlook. As a result, the volume 
of sales during 1949 was down about 
10 per cent from the previous year, 
and land values as of November 1949 
were 6 per cent below a year earlier. 

The current situation reflects the 
two additional factors of widespread 
drought and the sharp break in cattle 
prices. As a result, dealers report little 
activity in the farm real estate mar- 
ket and a growing resistance on the 
part of buyers to current asking 
prices. Although top-quality farms 
still in demand at near-peak 
prices, the greatest pressure on asking 
prices is on the low- and medium- 
Credit to finance such 
properties has tightened appreciably 
more than for the better-grade farms 
as lenders have increased their selec- 
tivity in making loans. 


are 


grade farms. 


Both the quality of the farm offered 
for security and the general financial 
strength of the borrower are receiv- 
ing increased attention. Although no 
substantial increase in the number of 
farms on the market is reported in 
most areas, a few owners who pur- 
chased at near-peak prices and as- 
sumed large debts for stock and 
equipment are reported to have sold 
out in order to recover as much of 
their equity as possible. The number 
of foreclosures has not increased sig- 
nificantly, however, as the financial 
reserves accumulated in recent years 
have been sufficient to carry over 


many of those whose income was most 
seriously reduced by drought or lower 
cattle prices. With sales activity at a 
new recent low in most areas, it may 
be several months before a new mar- 
ket level is established. 

Another factor of importance to 
prospective buyers of farm lands is 
the possible effects of acreage allot- 





The Farm Loan Committee 
invites all members of the Asso- 
ciation who are interested in any 
way in the farm mortgage busi- 
ness but who have not already 
responded to the questionnaire 
mailed to members in 1952, to 
file their names with the Chi- 
cago office so that they may 
receive communications from 
the Committee. 


—A. L. BARTLETT 
Committee Chairman 











ments for cotton and wheat on future 
levels of farm real estate values. Most 
local observers agree that reduced 
acreages of wheat and cotton in 1954 
will result in less demand for farm 
land and cause some reduction in 
prices. However, the effect will de- 
pend upon how much the acreage is 
reduced in a particular area and the 
relative profitableness of alternative 
uses that can be made of the diverted 
acreage. 

In the newer wheat areas, such as 
in Wyoming, Idaho, Colorado, and 
other Mountain States where a con- 





Association of America 


Moines. 





CHECK LIST OF DESIRED READING 


() Direct Placement of Industrial Securities by Mortgage Bankers 
by Walter Mahlstedt of the Teachers Insurance and Annuity 


[] Mortgage Loan Analysis of Retail Properties by Robert P. 


Russell, assistant vice president, T. J. Bettes Company, Houston 


() Auditing the Loan Correspondent by D. R. Olson, city loan 
auditor, Equitable Life Insurance Company of Iowa, Des 


These three original works have won the MBA Certificate of 
Merit Award in the Association’s Educational program and are 
available to members without charge. Check those you would like 
and direct your request to the Mortgage Bankers Association of 
America, 111 West Washington Street, Chicago 2, Ill. and they 
will be sent promptly. More than one copy $2 each. 
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siderable acreage of grazing land has 
been shifted to wheat production in 
recent years, a cut of 25 to 30 per 
cent in wheat acreage will be required 
to stay within allotments. The value 
of the land that cannot be planted to 
wheat is likely to move toward the 
level determined by its use for graz- 
ing purposes. In established wheat 
areas the acreage reduction will be 
less severe, land values and demand 
may weaken slightly, but land values 
should remain higher than if no pro- 
duction controls or price supports 
were in effect. 

Land values in the irrigated cotton 
areas of California, New Mexico, and 
Arizona are likely to show a sizable 
drop because cotton acreage would 
be cut substantially by the proposed 
method for allocating the national 
acreage allotment. Land values have 
risen sharply in recent years in these 
areas and large investments in spe- 
cialized cotton equipment have been 
made. Some general adjustments in 
both the level of farm real estate 
values and in the internal financial 
organization of individual farms will 
be required. 
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The FARM SIDE of 


ANY members who read about 

MBA’s 40th birthday in the 
September, 1953, issue of THE Mort- 
GAGE BANKER were no doubt surprised 
to learn that their Association started 
as the Farm Mortgage Bankers Asso- 
ciation. They may have been amused 
to know that the first constitution 
and by-laws excluded brokers and 
dealers in city mortgages. 


Today the large 
majority of MBA 
members are in- 
terested only in 
city loans. But the 
majority, if not 
all, of the farm 
lenders have cre- 
ated city loan de- 
partments, and 
doubtless most of 
them now make 
more city loans than farm loans. As 
a result, there are no longer any con- 
flicting interests and the farm lenders 
are now vitally interested in and 
wholeheartedly support those MBA 
Committees concerned only with city 
loan problems. 


A. L. Bartlett, Jr. 


Agriculture and farm lending will 
continue to play an important part 
in our national economy. Most of the 
large institutional lenders have and 
still are investing heavily in farm 
mortgages. All active lenders increased 
their holdings of farm mortgages dur- 
ing 1952, and on January 1, 1953, 
life insurance companies alone held 
about $1,702,000,000 in farm mort- 


gages, an increase of 10 per cent. 


As the population of our country 
increases and our cities become larger, 
it is possible to visualize that, supple- 
menting the general farming opera- 
tions as we know them today, there 
may be a tremendous development in 
special small farming operations, such 
as part-time farming, truck garden- 
ing, chicken raising, fruit growing, 
berry farming, and irrigation projects. 
This type of farming is most likely to 
be located near the large population 
centers, so that it is conceivable that 
many city loan men may eventually 
find it both advisable and profitable 


to open a farm loan department to 
participate in financing these special 
farming operations in their localities, 
especially if their institutional invest- 
ors indicate an interest in this form of 
investment. In such an eventuality, 
many city loan members may become 
interested in the program of the Farm 
Loan Committee, even as the original 
farm lenders now find themselves very 
much interested in the city loan com- 
mittee programs. 


Your present Farm Loan Commit- 
tee, when it assumed its duties at 
Miami Beach last November, decided 
that it had a mission to perform for 
those MBA members already in the 
farm loan business and for other MBA 
members who might eventually enter 
this field. They decided on some spe- 
cific objectives for this year: 


>> First, To create a farm loan de- 
partment in THe Morrcace BANKER, 
through which material and informa- 
tion could be published for those in- 
terested in farm lending. 


»> Second, To arrange for the Wash- 
ington News Letter, with the coop- 
eration of the Washington office, to 
report from time to time on farm 
loan legislation that was either pro- 
posed or passed, and which would 
affect farm mortgage lending. 


»> Third, To establish a better con- 
tact with those MBA members inter- 
ested in our farm loan program, both 
through THe Mortcace BANKER de- 
partment and by other more direct 
methods. 


>> Fourth, To request the Board of 
Governors to schedule one principal 
speaker at the next annual MBA 
meeting, who would be qualified to 
make a talk on agriculture and farm 
lending, but who could so treat the 
subject as to make it interesting to 
all members. 


The first farm mortgage depart- 
ment appeared in the February issue 
of THe Mortcace BANKER, and our 
other objectives are being developed. 


One thing to which the attention 
of our Committee may be directed 


MORTGAGE LENDING 


The third in a series of 

MBA Committee reports, what 
they are doing, their programs 
and their objectives and 

how they are handling them. 


This one is by 


A. L. BARTLETT, Jr. 


Chairman, Farm Loan Committee 
Vice President, Bartlett 
Mortgage Company, St. Joseph, Mo. 


is well stated in an article in the 
September issue of THe Mortcace 
BANKER that: “The government has 
been in a lot of private enterprise 
activities since the day the Republic 
was set up, and these activities never 
declined, they always increased.” Just 
how much paternal aid from the gov- 
ernment is desirable is not a proper 
matter for discussion here, but I think 
our committee is justified in giving 
this subject serious consideration. 


As we go along and are able to 
gauge the number of MBA members 
who are definitely interested in a farm 
mortgage program, it is possible that 
it will appear worth while to arrange 
a special meeting of farm mortgage 
men or possibly have at the annual 
convention a small program or clinic, 
separate from the MBA program. 
This, however, depends entirely on 
the demonstrated need for such a 
meeting. 


The Farm Loan Committee hopes 
that our department in THe Mort- 
GAGE BANKER will interest many of 
our members. We will welcome any 
questions, suggestions or criticism. 
Such comments from members will 
be helpful in making plans and chart- 
ing our future course. These com- 
munications should be sent to the 
Chicago office. 
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VITAL STATISTICS 


HE slow decline in industrial activity [1] that began after the peak of July 1953 continues. 

Through January the decline had lasted about two-thirds the duration of the 1948-49 con- 
traction and had gone almost as far. Unemployment was sharply up in January to the highest 
point since early in 1951, and was heaviest in durable goods manufacturing. 

Retail sales [1], on the other hand, are holding up well, and the drop from December is less 
this year than last. Actually January sales were practically on a par with those of January 1953. 
Wholesale prices {1] were slightly higher than in December due to an advance in farm and food 
prices. The inventory situation continues to be troublesome, and, while there appears to be 
little distressed liquidation, inventory reduction is likely to go further before renewed orders are 
placed in quantity. The question, of course, is whether or not more than an inventory adjustment 
is involved; and on that there is a wide divergence of opinion, the weight of which, however, 
is still on the side of only a moderate let-down. 

Construction and mortgage activity, no doubt stimulated by easier credit [2], remain the 
strongest feature of the economic picture. The total volume of work put in place [3] in January was 
higher than a year ago; and, except in housing and in heavy and industrial construction, con- 
tract awards forecast no slackening. Private housing starts [4] in January, although 5 per cent 
below January 1953, were at the seasonally adjusted annual rate of 1,078,000. 

Mortgage recordings [5] are still on the upgrade, with both FHA and VA activity [7] mak- 
ing a strong come-back. A drop from the previous January in FHA’s home mortgage business 
was almost offset by a boost in project applications, and both categories were higher than in 
December. VA appraisal activity is definitely up on both month-to-month and _ year-to-year 
comparisons. Continued support for the mortgage market was indicated by the very substantial 
increase in insurance company acquisitions [6]. 

If construction, and especially residential building, and consumer buying maintain thei 
present vigor for the next several months—that is, until reduced inventories cause an upturn in 
manufacturing—we shall undoubtedly pass through the present rough weather without serious 


damage 


(1). General Business Indexes 
1947-49 100 





1954/53 1953/52 12 Months 
Jan. Dec. Jan. Dec. 1953 1952 
Industrial production* 125° 127° 134 133 134 124 
Wholesale prices ; .. 1108 110.1 109.9 109.6 110.1 111.6 
Department store sales* 110° 112° 111 115 112 110 
Sources: Federal Reserve Board, U. S. Department of Labor. “Estimated. »Preliminary. 


*Seasonally adjusted. 


(2). Bond Yields 


1954/53— —1953/52- 12 Months 
Jan. Dec. Jan. Dec. 1953 1952 
Long-term U. S. governments: 
344% issue of May 1953, 
1978-83 2.90 2.96 = _ —- -- 
Other issues ............. 2.68 2.79 2.80 2.75 2.93 2.68 
High-grade municipals 
Standard & Poor’s) . 2.50 2.59 2.47 2.40 2.72 2.19 
Moody’s corporates, total....... 3.34 3.39 3.22 3.19 3.43 3.19 
Moody’s Aaa corporates. ....... 3.06 3.13 3.02 2.97 3.20 2.96 


Source: Federal Reserve Board. 
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‘S for the Mortgage Banker 


(3). Expenditures for New Construction Put in Place 
( millions of dollars) 





—1954/53— —1953/52— 12 Months 
Jan.” Dec. Jan. Dec. 1953 1952 
SS RE a AT SEE $1,908 $1,627 $1,795 $23,615 $21,812 | 
Residential (nonfarm) ....... 825 952 816 942 11,905 11,100 
Nonresidential building ...... 487 505 431 433 5,676 5,014 
PE I acd sc tad corse. 307 354 275 314 4,439 4,003 
Sr eerriee 94 97 105 106 1,595 1,695 
REE te a cone heed Sele’ 0 712 753 734 755 11,228 10,826 
) a $2,661 $2,361 $2,550 $34,843 $32,638 
Source: U. S. Departments of Commerce and Labor. »Preliminary. 


(4). Number of Nonfarm Housing Units Started 








—1954/53— —1953/52— 12 Months 
Jan.” Dec.” Jan. Dec. 1953° 1952 
Ae a 66,700 68,200 67,600 1,068,900 1,068,500 
_ NS ee ere re 1,300 1,300 3,900 3,900 35,600 58,500 
| ARERR aie 66,000 68,000 72,100 71,500 1,104,500 1,127,000 | 
Source: U. S. Department of Labor. ’Preliminary; figures are revised three months after issuance. | 
"Revised. 
(5). Recordings of Nonfarm Mortgages of $20,000 or Less 
(millions of dollars) 
—1953— —1952— 12 Months 
Dec. Nov. Dec. Nov. 1953 1952 
Savings and loan associations.... $ 569 $ 564 $ 540 $ 526 $ 7,365 $ 6,452 
Commercial banks............. 291 290 305 298 3,680 3,600 
Insurance companies........... 126 114 126 116 1,480 1,420 
Mutual savings banks.......... 128 113 112 103 1,327 1,137 
Mortgage companies and others. 508 468 470 449 5,895 5,409 
pres $1,622 $1,549 $1,553 $1,492 $19,747 $18,018 








(6). Nonfarm Mortgage Acquisitions by Life Insurance Companies 
(millions of dollars) 


—1953— -1952— 12 Months 
Dec. Nov. Dec. Nov. 1953 1952 
ESR re es © $ 66 $ 60 $ 86 $ 65 $ 819 $ 864 
ea Se ee ee ae 81 56 31 22 457 429 
LEE IE eee ne ee a ee 286 211 235 173 2,642 2,313 
ei pheskc. dn ok Winteee ei<easaes $433 $327 $352 $260 $3,918 $3,606 











Source: Institute of Life Insurance. Data include nonresidential as well as residential mortgages. 


(7). Applications to FHA for Insurance on New Construction, and 
Appraisal Requests to VA on New Construction 
(number of units) 











—1954/53— —1953/52— 12 Months 
Jan. Dec. Jan. Dec. 1953 1952 
FHA applications ............. 24,318 21,497 24,445 25,344 327,323 323,923 
Units in home mortgages... . . 15,007 13,386 19,934 19,656 253,726 267,915 
Units in project mortgages.... 9,311 8,111 4,511 5,688 73,597 56,008 
VA appraisal requests.......... 20,124 19,016 13,806 17,505 251,437 226,299 | 





5 ai ; 





Sources: Federal Housing Administration, Veterans Administration. 
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Next MBA Stop Is in:New Orleans 
for Southern Clinic, March 12-13 


THE MORTGAGE BANKER + March 1954 


of Conferences and Clinics, the 
MBA caravan turns South, this time 
to colorful, historic New Orleans 
where the Southern Mortgage Clinic 
will be held March 12 and 13 at 
Hotel Roosevelt. It is on a week-end, 
Friday and Saturday, which makes it 
convenient to attend, with a day and 
a half devoted to sessions and Satur- 


| Py the second in our 1954 series 





day afternoon for seeing one of Amer- 
ica’s most colorful cities. 


The program is particularly inter- 
esting and aimed at some of the most 
practical problems in the business 
with quite a number of new ideas 
added. It runs like this: 


Friday Morning 
President’s Report by W. A. Clarke, 





>> STREETS OF NEW ORLEANS: 
Chartres Street (opposite page, top). 
Looking up this historic street, that’s 
St. Louis Cathedral, built during the 
Spanish Regime, in the center. Right 
is the Cabildo, where the transfer of 
the Louisiana Territory from France 
took place in 1803. Left is the Pres- 
bytere, or priest house, which with 
the Cabildo now house the Louisiana 
State Museum. These buildings face 
Jackson Square, originally known as 
the Place d’Armes, and form the 
heart of the old city. 


>> STREETS OF NEW ORLEANS: 
Bourbon Street (opposite page, lower). 
The old building on the left is the 
famous Absinthe House. Erected in 
1806 as a combination residence and 
business establishment, it later became 
Absinthe House because of the ab- 
sinthe frappe served there. Note that 


Desire is a bus now, not a street car. 


>> STREETS OF NEW ORLEANS: 
Orleans Street (right). The fancy 
ironwork is characteristic of balconies 
in the old section of New Orleans. 
These iron balcony railings of ex- 
quisite artistry reveal a civilization of 
proud Creoles who desired that the 
exterior of their homes recite a pro- 
logue of what could be seen inside. 


president of MBA and president, 
W. A. Clarke Mortgage Company, 
Philadelphia. 

Open End Mortgage Is a Valuable 
Tool by R. Manning Brown, second 
vice president, New York Life Insur- 
ance Company, New York. 

The Outlook for the Mortgage 
Market by Henry H. Edmiston, vice 
president, Kansas City Life Insurance 
Company, Kansas City. 

At noon that day there will be a 
luncheon when all attending the 
Clinic will hear a talk on the less 
serious side, by Clayton Rand, noted 
Southern humorist. Your registration 
fee includes a luncheon ticket. 


Friday Afternoon 

What Is Pending on Capitol Hill 
for the Mortgage Banker by Samuel 
E. Neel, MBA general counsel. 

The Challenge to Mortgage Lend- 
ers in the New Housing Legislation 
by Robert H. Pease, chairman, MBA 
Legislative Committee; president, De- 
troit Mortgage and Realty Company, 
Detroit. 








Lost Art of Mortgage Underwrit- 
ing by Wallace Moir, MBA vice presi- 
dent; president, Wallace Moir Com- 
pany, Beverly Hills, California. 


Saturday Morning 

A Realistic Appraisal of the Single 
Debit System by W. James Metz, 
MBA director of accounting and serv- 
icing. 

Panel Discussion of the Subject 

Thomas E. McDonald, vice presi- 
dent, T. J. Bettes Company, Houston. 

W. E. Swyers, C.P.A., comptroller 


Clinic Is in a 


program has 
recent 


S MBA’s meeting 
toured the country in 
years, from time to time it lands in 
some of the storied cities of America 
and that’s what is happening this 
month when the Southern Mortgage 
Clinic is held in historic New Orleans. 
First stop the tourist usually wants to 
make is Vieux Carre and cutting 
right through it is one of the many 
interesting streets of the city, Bour- 
bon street. Its neon signs and “New 
Orleans” jazz bands are in sharp con- 
trast to what it was in the past. 
Many highly respectable citizens 
live in the quarter. Old homes and 
apartment buildings in the area have 
been renovated in recent years. Some 
of the apartments are as lavishly fur- 
nished as Park av. penthouses, al- 
though their exteriors are sometimes 
dingy and unappealing. 
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and service manager, Louisiana Fire 
Insurance Company, Baton Rouge. 

Robert C. Smith, chief, comptrol- 
ler’s Division, Federal National Mort- 
gage Association, Dallas. 

John Burke, Comptroller’s Division, 
Federal National Mortgage Associa- 
tion, Washington, D. C. 

That afternoon members will be, as 
the New Orleans people phrase it, 
“out on the town” which means we 
will see the fair grounds, race track, 
play golf, visit the famed French 
Quarter and other interesting 
parts of the city. 


Colorful City 


A stone’s throw from Bourbon street 
and standing in majestic solitude are 
the historic St. Louis Cathedral and 
the Cabildo, the latter the seat of 
government during the Spanish and 
French rule of Louisiana. 

Bourbon st. is the Vieux Carre at 
night; during the day this strip is 
quiet and is not too different from 
the rest of the quarter. 

By day, MBA members will visit 
the St. Louis Cathedral, Cabildo, 
Presbytere and wander in and out of 
the narrow streets and cobblestoned 
alleys, admiring the quaint grillwork 
of the quarter’s creole architecture. 
They will pass through graceful Jack- 
son square, once the city’s famed Place 
D’Armes, where the transfer of Louis- 
iana from France to the United States 
took place. 

(Continued on page 42) 


see 


39 








A New and Better Formula 
in MBA EDUCATION 


O INDUSTRY, no profession or 
N trade, ever progressed so far so 
fast as did mortgage lending in the 
past two decades. The fact that the 
volume of all mortgages outstanding 
today is somewhere around $100 bil- 
the the 
accomplishments of less than a quar- 

the achievements 
found in the thor- 
the 
of making a mortgage loan, its ease, 
its accessibility, its availability to the 
rather than the more restricted 
It can be measured 


lion is not measurement of 


ter of a century: 
are rather to be 


ough modernization of process 


many 
few of the past. 
better in terms of scientific valuation, 
in determining what is good construc- 
tion and what is not, in providing a 
set of standards on which borrowers 
can rely. The other elements of prog- 
ress are many and varied. The country 
deals in mortgages on a 


thinks and 


national basis today. It seems as if 


it was only yesterday when mortgage 
lending was localized as few busi- 
nesses were. 

All this has taken place within the 
recent memory and experience of 
most people who were in it at the 
time and saw it happen—and helped 
make it happen. Most of have 


not, I am afraid, been as conscious of 


us 


some of the fringe events of this evo- 
lution in mortgage lending as we may 
think we have been. One conspicuous 
development has been occurring every 


vear within our own Association: and 


because only a relatively few mem- 
bers have had the opportunity to 
come into contact with it directly, 
not all have secured a full apprecia- 
tion of what has been done. It is the 
MBA educational program which, I 
have no hesitancy to suggest, is just 
as important a development in the 
growth in stature of mortgage bank- 
ing as any other single step we have 
seen taken. Education, more and 
better education, is a hallmark of the 
American life. No one op- 
poses it; everyone is for it. Specialized 
a specific field of en- 
as our own is a goal 
which we as members of an impor- 
tant segment of the American econ- 
omy, ought to pursue vigorously. And 
we have been doing just that. Year 
after year, for a decade, the MBA 
Seminars at Northwestern University, 
the senior officers courses at New 
York University, set at a somewhat 
higher level of thinking, and more 
recently the Seminar at Stanford Uni- 
versity have been creating before our 
eyes a better trained and more effi- 
cient generation of mortgage men 
with special emphasis on the younger 
part of it. All this accrues to the 
benefit of the industry and the evi- 
dences of our educational success are 
to be seen on every hand. 


way of 


education in 


deavor such 


It could have gone on forever be- 
cause the formula was right and the 


results were good. But, characteristic 


By WALTER C. NELSON 


of the American way, there is always 
the urge to improve; and that is what 
is happening in 1954 to one of MBA’s 
finest achievements, its educational 
program. 

This year the Seminars at North- 
western and Stanford are being left 
behind with a vote of thanks to every- 
who had a hand in creating them. 
This year MBA inaugurates its School 
of Mortgage Banking, Course I. It’s 
new, it’s more valuable, it’s different, 
it represents the next step in our edu- 
cational advancement. 

Course I, which will be devoted 
exclusively to the “Financing of 
Dwellings,” will be offered at 
Northwestern University the week 
beginning June 13. Leading edu- 
cators in the field of mortgage bank- 
ing will conduct the lectures each 
day and, in addition, the students 
will have the opportunity of meeting 
each evening for further informal dis- 
cussions. The program for Course I 
1S: 

Sunday, June 13, 1954 

5 to 7:30 p.m.—Buffet Supper and 
Get Acquainted Meeting. 

Monday, June 14, 1954 

8:30-11:30 a.m.—Mental Warm Up 
on Mortgage Banking; Economics of 
Mortgage Banking; Legal Aspects 
of Mortgage Investments. 

1:00-4:00 p.m.—The Production of 
Mortgage Loans—Existing Dwellings: 
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Chairman, MBA Educational Committee 
President, Eberhardt Company, Minneapolis 








H. V. Cherrington H. W. Torgerson 


>> ACTIVE IN MBA EDUCA- 
TION: Some of the MBA committee 
members, NU faculty and association 
staff who are working on the plans 
for an expanded educational pro- 
gram, first details of which Com- 
mittee Chairman Nelson gives here. 


Contacts and loan acquisitions; re- 
quirements of investors; credit re- 
quirements; analyzing the appraisal; 
analyzing the risk. 

7:00-8:30 p.m. Informal Group 
Discussion on Current Developments. 


Tuesday, June 15, 1954 


8:30-11:30 a.m.— The Production 
of Mortgage Loans—New Dwellings 
and Projects: Land planning and 


utilities including FHA and VA sub- 
division requirements; study of plan 
lay-outs, blue prints and specifica- 
tions. 

1:00-4:00 p.m.—The Production of 
Mortgage Loans—New Dwellings and 
Projects: Builders’ contacts and loan 
acquisition; responsibility of develop- 
and loan 
mortgage 
interim and 


ers; construction of loans 
pay-outs; banking the 
banker; borrowing 
warehousing. 

7:00-8:30 p.m. Informal Group 
Discussion on Current Developments. 


Wednesday, June 16, 1954 


8:30-1130 a.m.—Closing the Loan 
and Preparation for Sale: Sources of 
mortgage funds; conforming to the 
investor’s pattern; developing the sub- 
mittal; closing the loan. 

1:00-4:00 p.m.—Purchasing Mort- 
gage Loans on Dwellings: Establish- 
ing satisfactory loan corresponden- 
cies; analysis of loan submissions on 
existing and dwellings. Loan 
Committee in Action. 


new 








Carey Winston T. M. Wilson 





D. R. Olson R. P. Russell 


Thursday, June 17, 1954 
8:30-11:30 
tutions. 
1:00-4:00 p.m.—Servicing: What is 
Servicing? Duties and responsibilities 
of the servicing agent and the investor 
under the servicing contract and im- 
plied obligations; the best forms and 
procedures to be used by the operat- 
ing departments: Cashiers, collection, 
bookkeeping, insurance and tax, in- 
cluding those necessary 
where investor uses single debit. 
7:00-8:30 p.m. Informal Group 
Discussion on Current Developments. 


a.m. Financial Insti- 


changes 


Friday, June 18, 1954 


8:30-11:30 a.m. Financial Insti- 
tutions. 
1:00-4:00 p.m.—Institutional Poli- 


cies and Practices on Government In- 
sured or Guaranteed Loans: Advan- 
tages to the investor of VA guarantee 
and FHA insurance with emphasis on 
yield considerations; protecting insur- 
ance of FHA and VA guarantee de- 
benture bonds. The Mortgage Mar- 
ket. 


Saturday, June 19, 1954 


8:30-11:30 a.m. — Written Exam- 
ination. 

Between September, 1954, and 
February, 1955, following the con- 


clusion of Course I, each student will 
be required to complete the home 
study course on “Financial Institu- 
conducted under the 


tions” to be 








Lon Worth Crow, Jr. L. G. Gillam 





Newton S. Noble, Jr. Frank J. McCabe, Jr. 


supervision of the School of Com- 
merce of Northwestern University. 
Examinations will be given covering 
these assignments. 

From February to June, 1955, ad- 
ditional reading assignments in our 
text book Banking and 
some primer reading assignments on 
financial statement analysis will be 
made to prepare the student for the 
subjects to be covered in Course II 
and Course III to be given at North- 
western University in June 1955. 
Course II will be devoted exclusively 
to the “Financing of Income Prop- 
erties” and Course III to “Mortgage 
Loan Investment Policies and Prac- 
tices” including the role of the fed- 
eral government. At the conclusion 
of Course III a final examination will 
be given and graduation certificates 
will be awarded students who com- 
plete all courses satisfactorily. 

The text book Mortgage Banking 
was a big step forward in consolidat- 
ing information available on mort- 
gage banking subjects. Now it will be 
possible for anyone interested and de- 
siring to improve his business to enroll 
in a school that will develop the sub- 
ject through all of its ramifications. 

The completion of this School and 
receipt of a Certificate by a student 
will not only enable him to become 
better acquainted with all phases of 
mortgage banking but will constitute 
a real mark of personal achievement. 

Enrollment must of necessity be 

(Continued on page 44) 


Mortgage 
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Dale C. Chegwin Is 
Okla. MBA Head 


Dale C. Cheewin, executive 
president, Oklahoma Mortgage Com- 
pany, Inc., was named president of 
Oklahoma Mortgage Association at 
the group’s annual meeting at Hotel 
Skirvin in Oklahoma City. Oklahoma 
has the oldest and continu- 
ously most active local mortgage as- 


sociations in the country. 


vice 


one ol 


At the Oklahoma annual meeting, 
top, that’s a luncheon meeting of the 
group and below are the new officers. 
Russell E. Swan, assistant manager, J. 
Wilson Swan Mortgage Company, 
secretary-treasurer; Julian J. Roth- 
baum, president, Julian J. Rothbaum 
Company, Inc., retiring president; 
and Dale C. Chegwin, executive vice 
president, Oklahoma Mortgage Com- 
pany, Inc., president for 1954. Not 
present, W. C, Friman, vice president, 
Deming Investment Company, vice 
president for 1954. 

And the third photo shows some of 
the Oklahoma MBA members who 
hold active posts in MBA work. B. 
B. Bass, first vice president, American 
Mortgage & Investment Company, 
vice chairman of the GI Committee; 
F. M. Petree, president, Home Mort- 
gage & Investment Company, regional 
Howard B. Moffitt, 
vice Realty Mortgage & 
Sales Company, member of board of 
governors; Roy C. Johnson, president, 
Albright Title & Company, 
member of Farm Committee 
and John N. Booth, vice president of 
Oklahoma Mortgage Company, Inc., 
member of Membership Committee. 
Other serving but not in 
photograph, R. O. Deming, Jr., presi- 
dent, Deming Investment Company, 
member of Advisory Council of Past 
Presidents and John H. Crew, vice 
president, T. J. Bettes Company, 
member of FHA Committee. 


vice president; 
president, 


Trust 
Loan 


members 


will dine in the Vieux Carre 
their 
cuisine. Arn- 
aud’s, Galatoire’s, Tujaque’s, Bren- 
nan’s Vieux Carre La Louisiane and 


Chey 
restaurants, world-famous for 


There are Antoine’s, 


others. 

Many will want to take pictures of 
the picturesque patios in the quarter 
the decorated with 


and buildings 
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beautifully designed ironwork balco- 
nies. 

They will want to browse thru the 
numerous antique shops in Royal st. 


Texas MBA’s Annual 
Meet Is May 20-21 


That always major mortgage event, 
the annual convention of Texas MBA, 
will be held at Hotel Gunter, San 
Antonio May 20 and 21 with the 
Texas-type festivities beginning the 
night before. The preceding week in 
San Antonio is Fiesta Week and this 
theme will be carried over into the 
various functions—of which there are 
plenty at a Texas meeting—of the 
annual convention. G. R. Swantner 
of Corpus Christi and James Klaver 
of San Antonio are co-chairmen of 


the convention committee. One of 
things in store for those who attend 
is the usual Thursday night party 
to be held at Shadowland, an amuse- 
ment park near the city, and which 
will be taken over by Texas MBA. 

J. W. Jones of Dallas, Texas MBA 
president, renews the invitation to 
MBA members everywhere to come 
to the Texas annual convention in 
sunny San Antonio. It’s true, as any- 
one who has ever attended one will 
verify, that the Texas meeting is 
something special in the way of con- 
ventions. 

The programs are always top-flight, 
attracting principal figures in the 
mortgage, business and financial 
worlds. And for the lighter side, 
nothing quite compares with what 
Texas people plan and execute at 
their annual conventions. 


Free FHA and VA Rates, Clark Urges 


“Number one problem in the mort- 
gage business,” President William A. 
Clarke told members of Chicago 
MBA at their annual meeting, “is 
the interest rate on FHA and VA 
loans. We have had pegged rates on 
these loans—and sometimes they have 
been unreasonably low. 

“What the President’s report pro- 
poses now is flexibility—and MBA 
accepts the proposal for flexible rates 

-if it will work. But any group 
which attempts to set rates—as em- 
bodied in the report—for all over 
the United States will be doing next 
to the impossible. Par in Arizona and 
New Mexico will mean premiums in 
Philadelphia; and par in Philadelphia 


market facility. We think the pro- 
posal, as offered in the President’s re- 
port, offers the mortgage business simi- 
lar facilities to that of the Federal 
Reserve. We further think that if this 
secondary mortgage facility can secure 


Form a Mortgage 
Group in Capital 


Thirty-one of the leading mortgage 
banking firms of metropolitan Wash- 
ington have formed a new association 
to be known as the Mortgage Bankers 
Association of Metropolitan Washing- 
ton. Initial officers elected 
George W. DeFranceaux, president, 
Frederick W. Berens, Inc., president: 


were 


enough private capital it can be very 
useful, but on 221 we are opposed. 
Our reasening is that if we can make 
our suggested changes in 203 there is 
no need for 221 and I was gratified 
to hear FHA Commissioner Hollyday 
tell the builders this morning that he 
like it and that it did not 
FHA.” 


did not 


originate with 


Harting and Hight, Inc., vice presi- 
dent and secretary; George C. Mc- 
Intosh, president McIntosh & MclIn- 
tosh, Inc., treasurer; H. Loy Anderson, 
partner of Fay and Anderson, coun- 
The board of governors con- 
the officers and Francis C. 
Little, executive vice president, B. F. 
Saul Co.; W. W. McCollum, presi- 
dent, W. W. McCollum, Inc. and 
Martin R. West, Jr., Weaver Bros., 


Inc. 


sel. 


sists of 


will mean discounts in Arizona and #muel E. Bogley, president, Bogley, 


New Mexico. 


eS 


“There is no method for handling 
interest rates except to free interest 
rates. It must be left to the mort- 
gagee and mortgagor. Interest rates 
on conventional loans have been free 
and I detect no distress in the con- 
ventional loan market. But Senator 
Sparkman said this morning (at the 
Home Builders Convention) that the 
government would never free mort- 
gage interest rates. 





“But what has happened is that 

when discounts were legalized that, in 
effect, gave us a free market. Actu- 
ally since last June we have had this 
free market—but in the screwiest way 
possible. We know very well that the 
builder passes along the discount in 
some way, either in getting up the 
CRY a hair or taking it ‘out of the 
hide’ of the borrower. 
Now about the sccondary mort- 
gage market facility, we in MBA are 
treading a little lightly. Many of our 
contemporary associations are opposed 
to it. The bankers and the life in- 
surance people don’t particularly like 
it and the mutual savings bankers 
are opposed, but not so vigorously. 
Why? Well, the life insurance com- 
panies say we will in effect be setting 
up something like the Federal Land 
Banks, which, at their peak, just about 
took away all the farm mortgage busi- 
ness. They also say, with considerable 
conviction, that the market facility is 
unnecessary. 

“We cannot agree on that point. 
We think we do need a secondary 





Photos by Real Estate News, Chicago 


New Chicago MBA officers, left to right, seated: John R. Womer, Great Lakes Mortgage 
Corp., secretary-treasurer; Frederic Z. Gifford, Republic Realty Mortgage Corp., presi- 
dent; Maurice A. Pollak, Draper & Kramer, Inc., retiring president, and Irvin Schildein, 
Quinlan & Tyson Mortgage Corp., vice president. Standing: Herbert F. Philipsborn, 
H. F. Philipsborn & Co., toastmaster; Helen M. Lawler, executive secretary, Chicago 
MBA; President Clarke; and Delmar R. Beaumont, chairman, nominating committee. 

Lower photo, some others who were there: Frank J. McCabe, MBA director of educa- 
tion and research; your editor; S. C. Ennis, Samuel C. Ennis & Company, Inc., Hammond, 
Ind.; Hugh C. Michels, president; Chicago Real Estate Board; Paul W. Goodrich, presi- 
dent, Chicago Title and Trust Company; and W. James Metz, MBA director of accounting 
and servicing. 

Seated, Albert C. Svoboda, assistant treasurer, University of Chicago; James C. More- 
land, FHA director, Chicago; Aubrey M. Costa, Southern Trust & Mortgage Company, 
Dallas, past MBA president; and George H. Patterson, MBA secretary. 
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New Members in MBA 


FLORIDA, Miami: American Bank- 
ers Life Assurance Company ol 
Florida, Paul L. E. Helliwell, Sec- 
retary; Orlando: Anderson & Rush, 
Attorneys, Robert T. Anderson. 


LOWA,. Des Moines: Western Securi- 
ties Company, Arthur M. Hopkins. 
MASSACHUSETTS, Holyoke: Holy- 
oke Savings Bank, Joseph H. Ben- 


ger, assistant treasurer 


MICHIGAN, Detroit: 
Insurance Corporation, Frederick 
A. Thomson, Michigan State Man- 
ager. 

SOUTH CAROLINA, 
Bank of Fort Mill, L. F 


executive vice president 


Lawyers ‘Title 


Fort Mill: 
Abernathy, 


TEXAS, Austin: Stewart Title Com- 
pany, Clint Little; Beaumont: Stew- 
art Title Company, Joe Robertson; 
Corpus Christi: Stewart Title Com- 
pany, V. W. Gillett; Dallas: Stew- 
art Title Company, H. G. Hurlbut; 
El Paso: Stewart Title Company, 
Vernon Boyd; Fort Worth: Stew- 
art Title Company, V. C. Mc- 
Namee; Galveston: Stewart Title 
Company, Henry Clark; San An- 
tonio: Stewart Title Company, 
Martin Pankratz. 


VIRGINA, Arlington: McClaine 
Properties, C. C. McClaine. 


Name Changes 
NELSON KELLEY, Philadelphia, 


from Kelley-Everly Company; 
SOUTH COAST MORTGAGE CoO., 
Beaumont, Texas, from C. P. & C. 


Investment Company. 


MBA EDUCATION 
Continued from page 41) 


limited. It is extremely important be- 
cause of assignments for home study 
that will be given to students enrolling 
in the school prior to coming to 
Northwestern that indications of in- 
tention to enroll be without 
delay. We urge you to examine your 
staff, determine the 
persons that are best able to assimi- 
late the opportunities 
being offered by your Association and 
im- 


made 


own person or 


educational 


reserve an enrollment for them 


mediately. 
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Nichols Heads Louisiana MBA 


Members of the Louisiana MBA at their annual meeting elected 
Darwin G. Nichols, Troy & Nichols, Inc., Monroe, La., president, 
Legendre, Standard Mortgage Corp., New Orleans, vice 
from left) Louis P. Wolfort, Miller Mortgage Co.., 


from left 
and Clarence A. 
president. Standing are 


seated 


second vice president, and Lloyd Adams, Lawyers Title Insurance Corp., secre- 
tary treasurer, both of New Orleans. Named to the group’s board of governors 
were Tyler Bland, Alexandria; John Dane Jr., New Orleans; Raymond Kron, 
Baton Rouge; Hendon Blaylock, Shreveport, and outgoing president Robert 


B. McCall, of Baton Rouge. 


Jorgenson is Mpls. MBA Head 


Orville Jorgenson, Thorpe Bros., 
Inc., Minneapolis, has been elected 
president of the Minneapolis MBA, 
Harold J. Dunn, Northwestern Mort- 
gage Company, Minneapolis, was 
elected vice president, Donald E. 
Boynton, David C. Bell Investment 
Company, Minneapolis, secretary, and 
Frank Haas, Diversified 


Services, Inc., Minneapolis, treasurer. 


Investors 


Directors named include Glenn 
Gullickson, Thomas S. Maple, Inc., 
Minneapolis; Gerald P. Uttley, Min- 
nesota Federal Savings and Loan, 
Minneapolis; Reed Macomber, Rich- 
field State Bank, Richfield, Minne- 
sota; Ray W. Cleveland, Twin City 
Federal Savings and Loan, Minne- 
apolis; Albert J. Anderegg, Lincoln 





Office, Northwestern National Bank, 
Minneapolis; E. W. Oredson, First 
Edina State Bank, Minneapolis; and 
Ken Doran, White Investment Com- 
pany, Minneapolis. 


Can You Use Additional 
Copies of the MBA 
ANNUAL DIRECTORY? 


They're available to you as a 


member for $2 a copy. Not available 


to non-members. Write the national 
office at 111 West Washington St., 


Chicago 2, Ill. 








Board of Managers of Western 
Saving Fund Society of Philadelphia 
announced the election of Wm. W. 
Barr and Walter P. Rogers, Jr. to the 
positions of mortgage officers. 

Frederick P. Champ, past president 
of MBA and president, Utah Mort- 
gage Loan Corporation, Logan, Utah, 
has been named to the Manion Com- 
mission in Intergovernmental Rela- 
tions. 

Tyler H. Bland, vice president of 
Rapides Bank & Trust Company, 
Alexandria, La., in charge of mort- 
gage loan origination, was elected to 
the board of governors for a period 
of three years, of the Louisiana Mort- 
gage Bankers Association. 

Election of Kenneth J. Morford as 
president of Burwell and Morford, of 
Seattle, was announced. 

He will succeed his father, Seth H. 
Morford, in the position. Seth H. 
Morford at the same time was moved 
up to become chairman of the com- 
pany’s board of directors. 

Other officers of the firm, either 
reelected or advanced, include Ken- 
neth W. Peth, executive vice presi- 
dent and treasurer; A. R. Jarvis, vice 
president and secretary; LeRoy F. 
Caverly, vice president, assistant 
treasurer and assistant secretary; 
William M. McCollough, assistant 
secretary, and E. H. Carlson, assist- 
ant treasurer. 

Dudley Shoemaker, Jr., assistant 
vice president, Baltimore Life Insur- 
ance Co., has been elected president 
of the Baltimore MBA, Leonard Egan, 
vice president, Savings Bank of Balti- 
more, was elected vice president, and 
Harry E. Karr, Jr., vice president, 
Arlington Federal Savings & Loan 
Association, was elected secretary 

George T. Healea, supervisor, mort- 
gage loans, Midland Mutual Life for 
the past 25 years, has retired and has 
been succeeded by P. E. Baehr, who 
had been assistant manager of the 
department for several years. 


The appointment of G, C. Elliott, 


formerly manager, mortgage invest- 


ments, as an assistant treasurer of 
The Great-West Life Assurance Com- 
pany has been announced by H. W. 
Manning, vice president and manag- 
ing director. 

A graduate of the University of 
Saskatchewan, Mr. Elliott joined the 
Company’s mortgage department in 
1940 and was appointed manager of 
the department in 1947. He is a past 
president of the Appraisal Institute 
of Canada, currently President of the 
Mortgage Loans Association of Mani- 
toba, and a member of the research 
committee of MBA. 

Leonard Downie, president of 
Mortgage Finance Corp. in Seattle, 
has been elected president of the 
Seattle Real Estate Board. 

Herbert Smith, who came to the 
Lincoln Park office of Security Bank, 
Lincoln Park, Mich., in 1946 under a 
veterans’ training program, was ele- 
vated to vice president as head of 
the bank’s mortgage department. 
Smith was promoted to assistant 
cashier in 1949, and was made an as- 
sistant vice president in 1951. 

Frank C. Champlin has been elected 
vice president of Bank of America in 
Los Angeles. 

Aksel Nielsen, past president of 
MBA and president, Title Guaranty 
Company, Denver, has been named a 
member of the Business Advisory 
Council for Secretary of Commerce 
Weeks . . . Investors Diversified Serv- 
ices, Inc., elected Virgil C. Sullivan, 
New York as vice president in charge 
of finance, a newly created office. 

Rapides Bank & Trust Co. of Alex- 
andria, La., has just opened its new 
building erected at a cost of three 
quarters of a million dollars, and 
which was the occasion for quite 
elaborate grand opening festivities. 

The Greater West Co. of San Ber- 
nardino, Riverside and Pomona, Calif. 
and the McMillan Mortgage Co. of 
Oxnard have merged. 

Through the combined facilities of 
the two firms, the company will be 


servicing approximately 40 million 
dollars of mortgage loans throughout 
the state. 

William O. Hayes, Jr., has been 
appointed assistant to the president 
of The Title Guarantee Company, 
Baltimore, George H. Schmidt, presi- 
dent, announced. Mr. Hayes joined 
the Company in 1946 as settlement 
officer and was also mortgage officer 
and public relations officer prior to 
his new appointment. A native of 
Baltimore, he attended Calvert Hall 
College and the University of Balti- 
more. A Realtor member of the Real 
Estate Board of Baltimore, he was 
recently elected treasurer of that or- 
ganization. 


TREK TO CITY 
(Continued from page 25) 
decade, accelerated development of 
our natural resources under the spur 
of zooming production, rapid popu- 
lation growth, and technological im- 
provements and new products result- 
ing from research and development. 

There were specific influences as 
well in a number of states and areas. 
Nonfarm employment in New Mex- 
ico, for example, has reflected the 
state’s becoming a center for devel- 
opment of atomic energy. The big 
expansion in use of petroleum has 
been the great stimulus in Texas and 
Louisiana, while Florida has benefited 
from becoming a Winter vacation 
and retirement “paradise.” Other ex- 
amples are the growth of aircraft 
production in Kansas, Michigan and 
the West Coast, and hydro-electric 
development with the industrial com- 
plexes resulting from it in Tennessee 
and Oregon. 





Regional Gains, 1939-52 


The following table gives the re- 
gional changes in nonfarm employ- 
ment between 1939 and 1952 (job 
figures in thousands): 


Employment % In- 
Region 1939 1952 crease 


New England .. 2,582 3,480 34.8 
Middle Atlantic. 8,095 11,321 39.9 
1 


E. North Central 6,866 10,901 58.8 
W. North Central 2,456 3,842 56.4 
South Atlantic.. 3,604 5,990 66,2 
E. South Central 1,438 2,401 67.0 
W. South Central 1,984 3,722 87.6 
Mountain ..... 793 1,432 80.6 
ee 2,493 4,851 94.6 
Source: U.S. Bureau of Labor Sta- 
tistics 














TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 
tection against title losses, facilitates the sale and 
transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Missouri 
Arkansas Montana 
Colorado Nebraska 
Delaware North Carolina 
Florida South Carolina 
Georgia Tennessee 
Indiana Texas 
Kansas Utah 
Louisiana Virginia 
Maryland Wisconsin 
Mississippi Wyoming 
and in the 
District of Columbia and 
Territory of Alaska 





BRANCH OFFICES Approved attorneys throughout states 

Bahimere, Maryland—321 South Calvert Street Issuing Agents in most principal cities 
Little Rock, Arkansas—214 Louisiana Street —Escrow Services Furnished by our 
Nashville, Tennessee—S.W. Cor. 3rd & Union Streets Home Office and by all Issuing Agents. 





Financial Statement and Directory of Issuing Agents 
furnished upon request to Home Office or any Branch Office. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,900,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 

















